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CITY C O UN CIL W O R K SH O P

June 5, 1995

A G E N D A

5:00 p.m . R e&frllctllrfzl: G overnm entt .* l?  W alfe Com p etition

Update: C ost F lfzrlfalzf/zl Plan

5:30 p.m . D faaer

* Subm it nom lnations for cppofafzzlerlfl to the f'e rfer
D rafting Com m ission. Coundl wf# appoint the
fbzzlzzsl.e a on June 8.

5:45 p.m . R exfrllctlzrfzlg G overnm ent: C om peM on Cost M ethodoloo

6:30 p .m . E conom ic p evele - eat' E conom ic D evelopm ent u an

P olicies

7:45 p .m . C ff
.

y Services D JJ

8:00 p.m . A4j/zzm  to Closed Session

* M ove rH  the C l!f
.

y Council Aold a eltl&e; session

'Ilr&zzzz'lf to G.S. 9 143-318.11(a)(3) Jbr the purpose of
ro n

.
ferrfzlg with the Cë  Attornq  concerafllg c lawsuit

enfkled Sglvla H oward and s'r//f Z . H oward #.

Frederick D awW  B unton and the Cfp  of C /larl/tfe.
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' C O U N CIL  W O R K SH O P

A G E N D A  ITE M  S U M M A R Y  .

l
!

TOPIC: Solld Waste Senlces Cost Ebmmatlon Plan j
k

C O U N CIL FO CU S AQ R A : R esm lctnrm g G overnm ent

K EY  N IN'I'S tlssues, Cost, Change in Policy): In accordance wlth the Sem ces
C ontractm g Gm delm es, staff has prepared a Ncost benchm ark'' (cost ellm lnntlon plan) for
one-follrtb of the C lty's restdentlal collectlon servlces Staff w l1l provlde an ovem ew  of the

Sohd W aste Sem ces costs

(

(

O N IO N S : N /A (

C O U N CIL D ECISIO N O R  Dm EC TIO N REQ UESTED : N o declmon ls requested from
C ouncll, bn efm g ls for tnform atlonal purposes

R ecom m endatlon for aw ard ls scheduled for C ounctl's June 26 m eetm g

A W A C H M EN T S:

1 A  copy of detatled cost mlm m ary for solld w aste sem ces



SO L D  W A ST E  SE R V IC E S

C ln r C O ST BE N C H M A R K

Bttsiness D ecksion: W hat are our costs (now and over the next five yearsl to provide

solid w aste serd ces to 33,:00 hollseholds.

Labor C osts' C osts reflect dnvers, crew s and supem sors to sel've 33,000 households

Salanes and frm ge bentfits (retlrement, health m surance, soclal secunty, )
O vertzm e pay and hohday pay

W orkers C om pensaton

Fx um m ent Costs: Costs reflect num ber of truck-s to serve 33,000 households

M am tenance costs

D eprem ahon

Interest expense on fm anclng

V elucle L lablltty

O ther C osts

F uel

U ntform s

M am tenance on radlo equlpm ent

O ther sm all tools and eqm pm ent



CIW  SO LID W M TE COST PROJEW IONS
l

l
17Y96 17797 FY98 FY 99 FYœ  5 Y EA R

A V ER AG E

$ $ $ $ .$ $

l

tabor 1.444.900 1.501,869 l 561.094 1.622,661 1,686.666 q

(
Equlpm ent l .034.9*  G . l36 920. l 15 0 4.094 884,377 :

r

M attnals &  O ther 123.394 127,097 130.910 134.838 138.881 y

j'

Tou l 2.* 3,254 2.533, l02 2,612, l 19 7,661 ,593 2.709,924 !

Annual Cost Per svc U m t 78 88 75 25 76 08 76 (X) 75 86 76 50

M ontluy C ost Per Svc U m t 6 57 6 27 6 34 6 33 6 32 6 38



SO LID W A STE SERVICES : Q UA DRA N T 2 IN FO RM ATIO N

W OQM I .OAD  27,1*  Sm gle Famë  U m ts

5,848 M ultlple Fam lly U m B

3 Ftre Statloas

617 Backyard Sem ce

tlncluded m  i e aY ve sem ce um tsl

C R EW S 10 Garbage

10 R ecyclm g

5 Y ard W aste

2 BO TA

RO U TF.S 10 Garbage @  avg of fe  um ts/rout

10 Y yclm g @  avg of W ) um ts/route

5 Yard W aste @  avg of 1320 tlm l/m utr

1 Bulky Trmq  lfnrm m rtl

1 Bulky Tre  (whlte ge l

EM PLO Y EES 12 San Fcnlp Om rators (G)

12 Saa Equlp O- ralors (R)

12 San Fcl'm  Om raîors (Y )

4 R eld Svc R eps

2 Eqm pm e!!t A rators E
2 ll- m r 11

44 Total E m ployees

W O R K  W EF,K  5 D ays/W eek

TY PE O F SERV IC E S 1 W e kly Conecuon of

G arbage/k - clablesW ardW aste

k heduled Cozecuon of

Bulky Tral



O LID W A STE SERVICES CO LLK TIO N CQ ST

C O ST  C O M PO N EN T S A N N U M J Z E D  C O ST

FO R CITY SER W C E

m  9m  A R EA

$

sA I AQ IF-G A N D  O PER A Y G  EX PEN SES 1,- ,<

CAPITAL EQ O M ENT EXPEN SM
-  D EPR EC IA T IO N  O F TRU C K S 412.314
-  IN T ER E ST  48,*

I.IA RIIJ'I'Y

V EIEC L E IJA R M T Y  59.759

W O RK ER S C O M PEN SA TIO N *2,578

# O F SE R V IC E  U M T S IN  B m  A R EA  33 ,* 1

SE RW C E D ELIV ER Y  C O ST 2,* 3,255

A N N U A L C O ST PE R  SER V IC E U N IT 18 88

O V ER H E A D
K E Y BU Sm E SS U N IT 127.M

D IV B IO N R  217,080

C ITY -W D E 151,335

O T H ER  E X P E N SE S
-  G EN EM L LIA B IL IT Y 8.5 15

T O T A L O V E R H E A D  A N D  O T H E R  EU E N SE S 5+ ,926



5o tlD W M TE SERW CES 5 YEA R CO LLEW IO N CO ST

R %  R X  R %  N H  R œ
J .$ I ,$ ,$

# of > n u  U nlts 33 œ i 33 fB 1 34 7.M  35 p21 :5  721

Sfanes *  Fnnges l 362 322 l 416 #14 1 473 4#7 1 JJ2 426 1 593.724

Eqm p=  Kdxxeœ- rM'- 4D  JJJ 2#7 ,67 31 l (w ) 27p 0:4 ?.%  % 3

M &.R M G orlze  Equlp 30 632 31 55! 32 497 33 472 M  4r

M A R Com m c  Fzlulp 3 *  3 lJ2 3 2%  3 m  3 **4

F=  IQ (1&) 10 382 10 6*  1 1 0l5 ! l 345
Fœ  1Q1 1*  1%  J74 IW  2*  1 h0 518 ! 13.::$4
T*- .IMaIC./ .al% supplyes 527 543 55# 576 50

Sm zll Eqm pm em  1 (K4) 1 ê:lll 1 * 1 1 @J:r 1 .126
U m forlns IQ 648 10 * 1 1 l 2%  11 635 l 1 * 4

Te  Exp!u  637 622 45% * 7 4r  7!4 44l 737 457 fy%

Cap1tal

Ekpc lc lœ  4j2 3l4 412 Jl4 412 3l4 412 3l4 4 l2 3l4

lnçee-  4: 6*  pg 4*  m  & x) 1 lp 5%  86 (xx)

T(x< R lm pm x Expqs 4*  974 5lQ 71* %  9!4 531 m  498 314

Le de

W œ krrs C-  #2 578 85 055 87 & !7 X  235 92 * 2
Am o Luabtlwk 59 759 61 552 63 ;98 65 300 67.159

T?II L tlbîlîw  t4l 337 l46 607 151 005 155 535 160 201

Te  Cœ  O fA n'lce W llvery 2 * 3 254 2 533 107 1 612 l 19 2 * 1 593 2 7*  924

hnnual Cost F+r A n lce U m l 78 %  75 25 75 ()B 76 œ  75 V

e E& = * o

D lvtslonz O H 2l7 ;*0 223 597 230 300 2J7 299 2*4 325

KB b O H  127 996 l31 836 335 791 139 :65 l44 û6 1

C l> O H  15l 335 155 875 )60 551 165 368 l70 329

Touu Ch ee-od Ewpns 496 4 !y 5!! 5G3 526 642 $42 442 55$ 7 15

œ h e E xm

G e'X I'Z Llahlllw 8 515 : 77l 9 ()M  9 305 9 $84

T<  O vere  &  O lher E xm nx s Ek  926 51û c74 535 67 7 551 747 568 2*

A SSU M N IO N S &  N W ES

l 5e1*10e U n ts Ic rrase BN 2%  Per Y œ  See A tlachm eRt l G row l  w lff te  abrkorbed fhrouglt prcd tictjvlty Im plw em ent

2 7'Y97 g'Y œ  au um es arm ual lrlcrease of 4%
3 FYA  F î'œ  œmt'v.oex 3*  cosl of Is m g ux- e-  m O - raîm g Exm  (txcept Eqm p= m  M alnl- - ) Llablllry grxl (> 'e'' * Ev ttu

1:0 1: of B qulplrwm  M am lenanr- ctsu  are œ l Attachm em  3

4 Capltal Equlplnenl detalls are on A rtacherbenêi 4 & 5

$ Lmbllo  et- a'ls art on A ttacKm tnt 6

6 O serle  dc ls am  on A rtachm eno 7 # &  9



populat,o n A nd K o useholu G tow th

Yearly G row th gate

M ec klenburg C ounty
Pop ulatlon H ouseheld

1 99O - 199 1 ' 2 74 %

1 99 1 - 1 99 2 2 53%  2 33%

1 99 2 - 1 993 2 47 %  2 27 %

199 3 - 1 994 2 4 1 %  2 22%

1 9 9 4 - 1 99 5 2 35 %  2 1 7%

1 99 5 - 1 996 2 30 %  2 1 3%

1 9 9 6 - 1 9 9 7 2 2 5 @A  2 08 %

1 99 7 - 1 998 2 2Q %  2 Q4%

1 9 9 8 - 1 999 2 1 5%  2 .QQ %

19 9 9 - 200 0 2 1O %  1 96%

200 0 - 200 1 2 06%  1 93%

20 0 1 - 20Q 2 2 Q 2 %  1 9O %

At ta chm en t 1 prepared by Plannlng C om m lsslon 5 1 8 9 5 P 39* 1



SO LID W A STE SERVICES DETA IG  O F PERSO NA L & O PERATING EX PEN SES

# Ra  Qty/ptne  F'YY  CY
&

01 I Sazuîauon Eqm pm enl O peraîors 34 (K) 2 022 œ  12 (*  824 W 6 œ

R eld Servlce R eps 4 (X  2.a  œ  12 (X) j 19,232 œ

Eqm pm ent O lx rater 11 2 (X  1 563 (X) 12 (X) 37.512 (X1
LaY rer 11 2 œ  l .348 œ  12 (K) 32.352 (X)

H obday Pay
Sam tanon Fe upxntnî O a ralors 34 œ  10l 10 4 (/) 13.749 N )

R eld Servlce R-  4 (f  124 20 4 œ  1.987 20
Eqm pm eal O - rxtœ r Ij 2 (K) 78 15 4 (K) 67.5 20

Le rer Ij 2 (K) 67 40 4 (K) 539 20

TO TA L 01 1 l .0* .973 20

0l2 O vertlm e

N ew  R ou?e.s
Saluu uon Eqm pm em  O m rators 36 œ  18 %  10 (X) 6.824 25

R eld Sem ce Reps 4 (Xh 23 29 10 (X) 931 N )

3 H olldays A t PR la Um  Pay
Sa tatlon Eqm pm ent O m ralors 36 œ  l5l 65 3 (X1 16.378 20

R eld 5e> 1=  Reps 4 G ) 186 30 3 (X) 2.235 fkl

Eqtupmezg G ralor 11 2 œ  1 17 23 3 (X) 703 35
LaM rer 11 2 (k) 1(h1 10 3 (#) fff  & )

TO TA L 012 27.679 *

013 Tem m rary SeafFtng
sanltatlon Eqm pm em  o x rators 2 (x) 2.022 (X) 12 (K) 48 528 (X)

H ollday Pay
Sam tauon Eqm pm ent O - ralors 2 (X) l01 10 4 (K) K 8 & )

T O T A L 013 49 336 & )

020 M ent &  C areer W velopm rat
M ent 16 368 45

C areer D eNelopm em  3 (/.T2 92

T O T A L 020 19 *6 l 37

085 Sx zal Secunty Tu  1 l27 45Q 87 0 07650 %  249 99

0e  Ernplolee lntllra e Prem plm t IA & 5 44 (K) 2 220 (/) 97 6%  (X)

A & D , H osp . etc )

087 Em ployee Rzurrm enî F-xm a.;e 1 078.1 14 07 0 (W&X) 51 749 48

TO TA L PERSO N A L SERN IC F.S FX PEN SF.S 1 362 321 54

140 V eï cle M m m ennnre c harges

A utom ated - 1 M qls 11 (X) 28 886 (y) 317 746 (K)

A utem led * C raœ  $ a ) 7.029 (*  7 029 (X)

A ttachm ent 2 1



SO LID W ASTE SERV ICES D ETA ILS OF PERSO N AL & O PERATING EXPEN SES

# Ra  Qly/pene  R 96 cos!
&

R ecyclm g 7 (=  6 ;24 œ  42 168 (x)

Y ard W asœ  Packers 9 (=  9.912 œ  :9 2%  (x)

R ckups 4 œ  1 140 œ  4 sK  œ

Bulky T re  Packers 2 (x) 9 912 œ  19 824 œ

TO TA L 140 M  (f  4%  J35 a )

l52 C ene  Fleet r'hnrgu  M  (x) 92 œ  3 1zg œ

Repalr (D nver A busel 2,292 (K) 12 œ  27 54)4 œ

TO T A L 152 39 632 œ

l55 k xalo f'Tm rges M  (X) K  œ  3 (e  (x)

T O T A L 155 3 (w ) œ

179 Fer,s

D rug Tr.se/fokyslcaks/llve- ell t Cltauons/splm  :50 (x) 336 œ  10 0K  (X)

251 M otor Fuels &  Iaubnnmnet

30 Conecuon V eb cles (1œ  gals/w k/euck) 3 (n ) (x) 0 55 52 œ  85 332 (K)

4 Plckups (50 gals/w k/m m k) 2œ  (x) 0 72 52 œ  7 488 (k)

Burden Rate 3.2*  (X) 0 05 52 (x) 8 320 (x3

TO TA L l51 101.140 œ

2:1 Fzrx A ld K IIS M  (x) 15 .K  527 (X)

291 Shovtks &  R tchforb  10 (K) 25 (K1 250 œ
W aler C x l=  m  (x) 25 (K1 750 œ

T O T A L 291 l ,(m  (y)

296 U m form s 44 (#) 242 (K) 10 * 8 (Xh

TO TA L O PE R A TIN G EX PEN SF-S 637 672 œ

T O T A L SM A R Y A N D  O PE M T IN G  EX PE N SE 1 999 943 54

Attach m ent 2 2



S0 tlO W ASTE SERVCCES EQ U IPM EN T M A IN TENAN CE COSTS

lq ulpm ent Replarem ent/a rçhm-  A hedllle

:1 RVIC E # N FW  M O D FI R EPL C U R REN T M O D EL PY O  17Y 97 l Y 9! rY 99 FY œ

G zrbage I 2 C rae /llell I 1 Ltxlal/Retfofit l 9 2

Recytllng 5 5 lak al 5

Rrcycllng 2 N ew 2

Y AI'G W a&te/R eçyclln 1 ! C Tzrm lko aum asttr 1 ! C fAnt/lkorlptxkadm astel 4 7

Bulky Tfâqh

'I0

l.aqlll- pl M alldo - e R FYe  FY#7 I Y## FYW  FY œ

$ $ & $ $

G :çtk.ge I K tt!ry A utom ztttl 7 (11
.9 7 3 143 7 fxB  7 7 )7 8 :23

Retrofil A qtom aled 28
,886 31 (M l 33 283 35 é13 3: (0 :

Recycllng Recycler 6 024 6 265 6 516 6 776 7 
(M 7

Y.rd W w e/llulky 5ttI N cker 9 91 2 10 308 10 720 I l !49 
l 1 595

Ntlfv fv lqlrq R ckups I l40 1 I#6 1 233 1 282 
1 333

Equlpm enî M plnfenane. C - tx FY 96 I Y97 FY 98 FY 99 FY Y

$ $ $ $ $

G zçb:gt 324 775 135
. 182 142 5%  94 884 98 676

Recycllng 42 t68 43 855 45 6 l2 47 432 49 329

Yaed W :ste/llulky 1*
.932 l l 3 388 l 1 7 #20 122 639 l27 545

Plckeps 4 5*  4
.742 4 9!2 5 l29 5 333

T(> 1 M alntenapee (-- ts 48($535 :*
, 167 3 1 l ,(e  z7e

,- 2 zg: =

Attachm ent 5



K k$D W M I: K R1 ç!$ tAPIIAt EQUIPM EN! DEPK CIAII9N

1,1. I% FI IATIIIN BA.NFI/ O N '! Y F'AR bN X A.IIFlFI' 1 INF

n lf  N IfM BFR O F A PPR tI: NM  V AG F FY*  FVe  F7*  FV*  F#*  Fe 1 m l

h! 171114 I lr.% ( (hNer 3!/ïI tilr

% % % % % : $ $ $

$.* .  & . (- 1e4 11 lD e  1:.+  1* .>  IN  1N  1-
,>  1%  ze  1% .>  1M .>  1M  ze

# .rë leaxe/: er/illp: 9 #:.#:: 1145:: 1:#.#1# 1:9.*1 : 1*:
.#19 1pQ.9z# 14:.:19 t4#x:lg 1:9 9 z#

:u4ky T---< 1 #g.4.; 1z.5e: :4.4:: z4 4)9 :4
.4:: :4.41* z: 4l: z4 41# z: 4z#

#

Ik kvp  4 11.e  j.)*  $ 1:1 4 I;I 6.1*1 ç 1;I : 1;I :
. 1')1 $ 1;I

'Iu , Iw a lale  M  411.314 41; 314 4j1 314 41' 314 41: 
.314 4 lz 314 41z 3 14

Attzrhm ent 4



9 o:d * e *  t*le*: ulohgg. An.#**

*> 1 unll ota t FY*  F%9p F#O  nY*  F#*

au* - * d SfD O I

> R <y' l @ Q 2 Q
cex, :lD * ) *1 (<  (œ  $: :2* +  *

rpe 'cljn; SfD fKD
e z*no  ? ' Q 0 Q

e@@l ç?40 A  :e (K* CQ F ) *

peeo : 4*1 (4xk

twllno  () Q 4 ; Q
çe.l $Q O  $3*  (>  **** (* (h *

!O îAt CO ST K'K A  %f œ te  $* 2%  %W B (+  O

e nuwstm  <m s 6&@G FN':I Fï*  ç-  6ï*  6*Y:$ FN'W  F:0

p M *@1 Jc œ -  u - *  A<* .#W  G 1 G  M ll.e  K5* *  * -  :1:$ ?*
Inl@f-l W  %1: (e  $?: 4* %9? e  :1 j# œ  $* A  * % $$* 4D $D 44@ $: 2*

.  . .-  
* - - 'a

101*1 pm 1 1D  A  :5*  4*  $O 4 A  $7:1 1*  $p$? e  O  eD  W *  @*  $194 4*

$ Ye  CQ tIIPM I N 1 f T*  FY #F F YW  FYw  F Y*

B A$ A NC E $3:0 QQQ $;:: @@: ::1: QQe : 14: Q4Q %'@ Q@:

IM INC IPK  %t@ QQQ $r? 0;Q $': ;QQ $;: Q@D $;? QQ:
IN TeR E $ ! %1: @;: &1# 4:: : 1Q @ee :? aea $3 @@:

t()rAt :QQ e  œ  4*  m  e  1A: +  4!: e

F*@A EQ U IPM EN S

B M A NC E $ 1 œ  c  $ 1 > 4 =  :1 >  e  * l; A  **** A

O INC IPAL $3M  œ  $>D  =  ::x  e  $œ œ  *.** A
IN #@ IE :T * 4 -  R # &  :M , 4*  m  e  : 1% e

!0 T* . $4D -  :40  &  Ke  4*  @a  =  :a  =

F*'e  e@ tllpG N !

BALANCE $::2 G p  :h13 :o0 ,RaS eee :1:: :ee ç?. #e0

G IN CIPAL $'$ 4*  $;@ 4*  %;@ e  $;: e  $%  4*

IN IF IE9T :4# e  ef 5. œ  $1 1 ;*  $) œ  KA QD

10 1<  :0  (œ  %:4 œ  :*  $*  œ  ?40 0 2 3a0

ç#'*  EO U IG EN '

B AG N CE Aea  (e  O e  R  $515 R  K3D  4*  $1:5. &

PRINCIPK  :1:$ aY  :Ie$ v  4tH  v  $1e: ?*  :t@5 ?(*

IN IG E:T n @ at*  D ; œ  %&t ?*  :t. NJO :9 ?*

ytl'lt ::: 1 x *  :rzz :40 .:1: @*  :M  pao : 1** 4*

h t r a r 1 , m r. n t' C:



SO LID W ASTE SERVICES U A BILtTY CO STS

V EH IC L E LIA B ILIT Y  H EA V Y  LIG H T  R ISK SW S T O T A L

T R U C K TR U C K FA C T O R

$

30 2 2074 1 824 ()(X#K) 54
.567 18

4 2 20741 588 (>  5
, l9 l 83

T O T A L V EH IC LE LIA BILIT Y  59
,759 (x)

W O R K B R S C O M P A N N U A L C O ST PER R ISK SW s FO T A L

SALA RY ($) $ 1(X  FACTO R $

I'O T A L W  c # 1 , 127,45 1 1 l .275 2 40930 3 04G %  82 577 57

# Based tm  average wages of 44 employees

G ENERA L LIA BILITY O PERATING RISK SW s TOTA L
C O ST S ($) FA C T O R $

637 .622 0 03970 0 33641) 8
,51 5 49

TO TA L G EN EM L LIA BILITY 8
,5 15 49

A ttach m ent 6



O NITATIO N DM SIC NA L OVERHEAD A ttx A'rm

I 1 Fh'e  9/12 D IV ISIO N 0VER11F.M
1 $

$ & & $ $

A N NU A LIZED NE ANN UA L ED NEW
1 1 ; 3

I

I

IPEM  O NA L SER V IC F.S I
0!l G l%nesrW  es R 3 438 9l4 61 710 $ ç1 71: 61 710 61 7l0

012 G l%nes/w  e.s O T 232 W )

Ql3 Vq'lneO  es T 1e2 2%  1
l e  M ent Pz f* 9l5 29l z9: 291 291

(* 4 U x  l C o u  1
œ 5 W œ  G n'n Tu  :K)5 0l3 4 m  4 l 4 D 2 4 M

(Y  1 ee lzkq Prrm lum s 1 4œ  4+  3 1 5 3 =  3 R 5 3 e
(e7 lo te Reurem e=  ns 1*2 63l 3 X 0 3 W : 3 070 3 W 0

(<  Io œ  L lfe 1%  P= =  ,
(*  A r lo ee F es fW  35l 1 94: 1 9*  1 94: 1 <

(M ) Sx k Lo ve

* 1 H ole  !bz l m 0ll
N u len Pa I l

,œ 3 Y r Pa,d A ' * r

i I

TO TM . PKR O N N F.L W c.s 4 % 3.225 75 M  1 75 -  75 7%  75 7%

I l 1

O P 37N 5  EX PE N SF.S
11 l TelepbolG eleere  l 1 1 159 2 7*  :.7*  ' 2 7*  2 7*

l!3 P e :RXh 75 I 75 75 75

l3l bl 21 9*  5 4%  5 G  5 *%  5 4%

ID  PM 1 C es I 0 (1 0 I 0

l35 il:/ata Prtv.e.ss 41 7œ  10 425 1 IQ 4%  I j0 425 1e 425
l37 A dvertls I 5 (m  l 25l 1 1 I ! 251 1 25 I t

1 1:$8 M venzsm g M e  0 e 0 0

I IK  l eK cle l n r.* * 5 & M  855 155 855 I K$5
114! R * I t 0 : 0 p 0

l42 Rena l/l AM  &  Bulldznzs 0 @ Q 0

l43 Reatab'k m form s 0 (p 0 0

!44 ! ,M GII Servlces 0 : o ()
145 W rK ker % rvlce Renœ  0 : 0 0
l46 A uto a lx brrx le. ax  0 . o 0

l47 U uhues 15 936 3 9:4 3.984 3 9:4 3 984

)51 hflkR nzeat 1 431 35: 158 358 358
152 M A R  M e n ze  =  1 1*  (*: *  *  *  *

l53 
.

M A R Bm ldlv  0 : 0 1 0
r
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1%  M *.R O ther 0 4 O 0
159 Selvlce C ontract R elm b 0 @ O 0

!61 T ravelm = uag/c onferex es 2 4œ  fa l e  fœ  *
63 Erap T ralnm R F-XPM  ' c e o nl

IlG  T rm ru 0 e 0 0

I70 Prof T= h Svcs () -'' : o d'
l71 Prof Fees A ccm g/A lxh! 0 : 0 0
l72 Prof F= s Legal - 0 @ 0 '- '-0

l 7 3 M  anag
- - .

em e n t F ees 0 Q O 0
174 M luster s Fees - () (, 0 ()

175 Co tzr F=  j () e o o
176 Tem x rary H elp Fees 0 (h 0 0
l'rl C onu'act M a rvt svç. - (j t Q (1

l7g rm znty 5e1-71=  0 () o ()

l79 F=  3 l (t4) 0 () 0 0

lgl Trzvel Exm nse () 1) 0 0
19l 'D x s &  Subsc tzens 1 370 343 M 3 343 :$43

1%  SUM Y C -  O f PersoM  l (x*  252 lsz 252 252
lH  M l<  C ontrac! svcs 31: 2K  79 570 79,57: 79 570 79 570

$2!0 M am t/const M atl /sux hes =  75 75 75 75

251 M œ r Fuelc ubnroneq 1 !7 (u ) l N)2 1 =  1 =  l =
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SPEC IA L SERV ICES : D IVISIO N A L O V ERH EA D A LLO CATIO N TQ B U LKY TRA SH

Q 1 Q2 Q 3 Q4
$ $ $ $

PEK SO N A L  SER V IC F.S

6 Em ployœ s 11,391 11,391 1 l ,391 1 1 .391

O PER A T ECG  EX PE N SES

Telephone 357 3S7 357 357

Posu ge 16 16 16 16

Pnnung 577 577 577 577

D aa  Processu:g 1.515 1,S15 1,515 1.515

Fqulp sfauatennnce 130 130 130 130

A uto M ow n- es 44 44 44 44

U tthtles 385 3K6 385 385

M &R R ulpm ent 35 35 35 35
M & R  B m ldm g 91 91 91 9 1

T ravel 27 27 27 27

T rm nlng 41 41 4 1 4 1

Subscn ptlons 24 24 24 24

Subsls& ersons 40 *  40 40

M lsc C onc acts 1.727 1,727 1.727 1.727

Fuel 46 46 46 46

lnsum rr.e 468 4*  468 468

lnsurna v  A a m n 144 144 144 144

W orkers C om p fyl8 fe  * 8 - 8

Supplles 4 4 4 4

C hem zcals 47 47 47 47

O flice Supplles 186 186 186 186

Jam ton al 1,683 1,683 1 .683 1,683

O ther Supplles 248 >  248 248

Too l O m ratm g E xp 8,481 8,481 8,481 8,481

T O TA L 19.872 19,872 19.872 19,872

A ttach m e n t 78



SO LID W A STE KBU O VERHEA D A LLO CATIO N

A LLO C ATIN G  G A RBA G E REC Y CLIN G  Y A RD W A STE BU LK Y TRA SH * TO T A L

D IV ISIO N

O - ating:

Adm lm straîlon 157,* 6 125,+ 7 130,205 10.689 423,* 7

C om m unlty Im pr 24,073 6,640 5, 188 23,61 l 59,512

0

0

C ity O #erhead: 0
0

A dm lm stratlon 8,751 7,039 7,229 507 23.527

0

C om m um ty Im pr 2.383 68l 51 1 2,364 5,938

Total K BU O verhea 192,273 139.407 143,133 37,171 51 l .983

25%  o f O verhead 48.* 8 34,852 35,783 9,293 127,996

* %  of tlm e for 4 em ployees

AttaEhm ent 8



S O LID  W A STE S E R VIC ES C ITY C O ST A LLO C A TIO N

A I LO C A T IN G K BU A D M N C l SA N SS T O T A L

BSS 8, l93 29 6 1 16 40,791 78 8,758 76 57,805 (X)

B& E l .576 10 l ,N 6 95 12.330 70 7,324 25 23, l78 (X)
(. ITY A W O RN EY l 399 @  l .728 97 10.950 16 6,5%  23 20.583 t'Kl

C ITY M A N A G FR 4 237 50 5.12 l :33 52.035 95 23.187 22 M .582 (*

FN G IN EERIN G  69,521 28 3.242 99 20.538 92 l2, 199 81 105.503 (*

I IN A N C E 26 452 O  29.442 10 l 13.* 4 30 fk4., l47 70 234 0 l7 (K)

llR 12.342 41 15,246 50 96.561 19 57.355 O  l8l .5%  (#)

l A C II IT II'N 3.589 (4) 4.307 (K) 7.896 (*

N ()N D i F 1 7 IW  tïl 8.fm  (X) 93,138 (X1 40 .470 tf  1 49.407 fb

NLC O N D  A l l O C  55.731 30 15.398 97 l 10 .856 81 47.474 92 229.462 (*

0 (x)

I Q UIP (D! 11 & I-IN) 3.026,855 (X) 2* .536 (X) 3.287.391 (K)

TO TA L l O  242 42 85.095 99 3 578,032 81 527.958 79 4 :58 1 :530 (X)

9& su lc

C ITY W ID E O V ERIIEA D A LLG M T ED TO  C O ST ELIM IN AT IO N PLA N l51 .334 85

SA N IT A T IO N 137,7%  45

25% O F TOTA L LESS EQ U IP (D& E)

NPEC IA L SI-RV IC ES 13.540 39

BA SE D  O N # O F E M PLO Y E ES

A ttachm ent 9



SO U D W ASTE SERV ICES & 96 B U D G ET SU M M A RY

+ /- $ $

M O M T O > G

C O N TM C T  M O N ITO R S 132.222

132.222

O N E-T IW  E U E N SE S

-  T R AN SIT IO N  0 F SER V IC E 58,539
.  SE V ER A N C E  PA Y  130 ,128
-  U N EM PL O Y M E N T 165.9

.

84

T O T A L O N E -T N E  EX PE N SE S 354,651

O N D T M R E U m

!
-  SA LF.S O F TRU CK S (LESS PREP) 561.5*

TO TA L O N E.TIM E R EV EN IJE 561.5*  è

l
E

:

)
E

(

E

(



Solid W aste Services K ey Business U nit

FY M  C ost of C ontract M onitors

LIN E ITEM  D ESC RIPTIO N P'Y96 EST IM A TED

CO ST (l2 M O)

û1 1 - Salary- ages-Reg 3 Con- ct M om tors $ 88,858 œ

4 H olkdays 1 .367 (*

0 l2 - O verttm e 3 H ohdays 1.537 92

020 - Em ployee M ent Pgy 3 7 %  M ent/ 3 C A- C D evlpm t 3,60  (K)

0:5 - Sx lal Sectlnty Tax 7,295 95

086 - Em ployee IIB Prem  6,6e  (X)

087 - Em p R etlrem ent Exp 4,577 85

Tolal Personal Sen lce.s $ 1 13,* 5 76

1e  - V eblcle M am t Rate 3 pmk-v  @  $95/m 0 x 12 m onths 3.420 (K1

25l - Fuels &  Lubncantq 1X  gaY m o x 3 veh x 5780 x 12 m o 2.080 80

3*  galk m o x 05/ga1 x 12 m o 180 (K)

Ttxal to ralmg Exy nsr,s $5,680 80

W orker's Com y nsatlon (3 em pl 4, 1 13 (M

V eh cle Depreclatlon (3 veh) lst of 7 years' Exx nse 4,628 57

Vehlcle Llablllly (3 veh) 3,893 87

T otal O werllead E xy nses $12.635 50

G M N D  TO TA L $ 132,222 (*

FY %  Eqlm ated 9 m onth C ost $ * .166 55

M stlm ptlon B msed on C jt'y of Phœ m x l m om tor y r 12 IXXI uruts

A t ta chnen t I



so tln w A s'rE sERvlcEs o NE TIM E co srs

Fu x o C EN TER I-IN E ITEM  co s'r D ET A IL

$

0101 508 (X) l31 15.(*  Re-routlng clty
0101 508 (#) 137 5.(*  Publlc lnform atlon on new  collectlon schtdule

0101 514 G ) 1 37 2.5*  Publlc lnform atlon on bulky trash schedule

010 1 5l9 (#) 0l3 2,439 Tem porary custom er servlçe reps

0101 519 (X) 131 33,6*  C hange ln servlce ads/advertlslng m aterlals/dlrect
m all on new  srrvlce

0 10 1 Fund Bal,ance 130.128 Severance pay for approx 50 %  of dlsplaced em ployees

Severance ls based on one w eeks pay for each year

of good perform ance servlt.e

A verages SEO =  12 98 w eeks. FSR =  19 63 w ks

0 1û 1 FuM  B alance 164,984 U nem ploym ent C om pensatlon for approx 50 %  of

dlsplaced em ployees

U nem ploym ent ls based on one half oi the em ployees

salary + 20% (experlence ratlng)

353.651

A ttachm ent 11



(

S0 tID W A STE SERVICES LIST O F V EH ICLES TO BE ELIM IN A TED t

'

.)

Y E A R  T Y PE M O D E L SER V IC E ) .)#
C A B/C H A SSIS BO D Y

)
SN P4 l8 1986 I .rvIal EVO -D Garbage ki

SN P-436 1986 I zvlal EV O -D  G arbage
SN P-437 1986 1 zvlal E V O -D  G arbage i

.)
SN P4 38 1986 I M n1 E V O -D  G arbage

SN P4 39 1986 I zvlxl EV O -D  G arbage l
SN P4 57 lH l l Tvlal EV O -M ag-ZOT S G arbage è

(

SN P-458 1H 1 lw h l EV O -M ag-20T S G arbage q

SN P4 59 lH 1 1 zvlnl EV O -M agQ OTS G arbage )

SN PM Q  1H 1 I 2vI41 E V O -M V -ZOTS G arbage
SN PY I 1H 1 l zvlal EV 0 -M ag-20TS G nrlu ge '

(SN P
- 462 1W 1 I * 1 EV O -M M Q OTS G arbage è

1 1 G arbag:
(

)
SN J-2X  19:7 l ufvlnl EC O -3M  Recyd e (

SN J-203 1989 I zvl11 EC O -3(m  R ecycle (

SN J-2>  1989 1 zvh l EC 0 -3(K  R ecycle :

SN J-205 1989 l zvlnl EC 0 -3(Y  R ecycle y

SN J-205 19*9 I zvh l EC O -N O  R ecycle
(

5 R ecycle

SN M M  19K  Ford L oadm aster Y W

SN P -312 19X  Ford L oaam nmter Y W

SN P-322 19K  Ford Loadnu q er Y W

SN P-323 19K  Ford Lœ dm nqter Y W

SN P.U  lH l C rare  km dm nmter Y W

SN PG I 1H 1 C rarr  Loadm aster Y W

SN P-* Q  199 1 C rae  Loadm aster Y W

SN P-m B  199 1 C rarr  Lm dm aster Y W

SN P--  199 1 C raY  L oadm u ter Y W

9 Y W

SN P-3OI 19K  Ford L oadm mqer Bulky T rasb

SN P-303 19*  Ford L oadm aster B ulky T rash

2 B ulky T rmsh

27 T otal

N O T E

Tlns Ils! of vehlclzs ls bnqed on the oldest vehlcles ln the fleet



x e *

SO t1D  W A STE SERV ICE V EH ICLE REV EN U E ESTIM A T ES

SE RV IC E # O I7 M FG  Y EA R H IG H LO W  H IG H  LO W  A V ER A G E

TRU C K S R AT E R AT E R IW EN U E R EV EN U E R EV EN U E
& $ $ & $

G arbage 5 lA al 1986 12,000 8.000 50,œ 0 40,000 50,000

G arbage 6 lM al 1991 25,000 !8.(+  150,G * 1(* .(XK1 129.* 0

Recycle 1 lM al 1987 15,(*  I0.(Y  15 IX)() 10,000 12,500

Recycle 4 lM al 1989 lB,(XX) t2.(+  72,(*  48,000 60.000

Ygrd/Bulky 6 Ford/tm dm aster 1990 25,000 20,000 150.000 120.000 135,000

N zrG/Bulky 5 G anelForGlkm dm  1991 49,%  361.(*  2(:1.(1()8 150,()*  !75.000

27 647,000 476,000 561,500



C O U N CIL  W O R K SH O P

A G E N D A  ITE M  S U M M A R Y

T O P IC : C om m tm on C ost M ethodology

C O U N C D  F O C U S A R R A : R esm zcnlnng G overnm ent

K EY  N INT S tt% ues, C ost, C hange in Policy): In M arch and Apnl, Coom rs &  Lybrand
revlew ed and evaluated the C lty's adm lnlstratw e overhead, tnKurnnce cost allocatlon, and

other costm g m ethodologles

n e results of dlelr revlew  w ere dlscussed w lth C lty staff and subsequendy presented to dle

Pn vatlzatlon/c om petm on A dvlsory C om m lttee

Indlvlduals from  C oom rs &  Lybm nd w lll present a sm nm ary of thelr revlew

O N IO N S: N /A

CO U N CIL D ECISIO N  O R DTRECTION  REQUESTED : N o declslon ls requested from
C ouncll, bn efm g ls for m form atlonal pum oses

A W A C H M R N I'S :

1 A  copy of C oopers &  L ybrand presentauon slldes to the P n vattzatlon/c om petltlon

Advlsory Com m lttee (pages 1 - 36)

2 A  copy of the C lty's R 95 C ost A llocatlon Plan

r
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Introduction

*  The C ity of Chadotte currently is evaluating altem atives for im proving the cost-effectiveness

of the sew ices it provides to its citizens. Pdvatizatlon of services currently provided by C lty

departm ents is belng consldered as one of the alternatlves

*  To evaluate privatization optlons, outside contractor costs m ust be com pared v.9. bids for

the services to be provided by C lty departm ents, in a com petitive environm ent. C ity

depadm ent m anagers require lnform atlon on fully allocated costs of departm ent operatlons

as pa# of the process of preparing bids.

* The C lty Flnance departm ent has prepared ''C ost A llocation P rq ecttons for lnsurance and

Clty Adm inlstrattve Overheads'' (the CAP) to develop fully allocated costs for the City's Key
Business Units (KBUs). Depadm ent managers are in the process of reviewing and
understandlng fhe C A P

@  M anagem ent in the City Finance depadm ent and the D ivision of Insurance and R isk

M anagem ent have prepared an allocation and costing m ethodology for w orkers

com pensatton, general Iiability and w orkers com pensation lnsurance costs, for use in

estim ating these costs in com petitive bids.

.  
C ity Flnance M anagem ent asked C oopers &  Lybrand to review  and evaluate its adm inistra-

tlve overhead and insurance cost allocation m ethodologles to assure that the C A P  is

consistent w ith the City organization structure and that it has been prepared using

technlques that are w idely accepted in industry and otherstate and local governm ental

bodies.

. G e also weœ  asked to help develop a m ethodology for chaq ing equipm ent costs to

dep artm ents, including replacem ent considerations.

1



Objectives of O ur Review

* A llocation Of adm inistrative overhead costs:

-  R eview  and evaluate the m ethodology de veloped by the C ity to

allocate adm inistrative overhead costs incurred in the C ity's K ey

Support Units (KSUS) to the Key Business Units (KBUs)
* A llocation of insurance costs:

-  R eview  and evaluate the m ethodology developed by the C ity to

allocate insurance costs for w orkers com pensation, vehicle Iiability

and general Iiability insurance.

* A llocation of equipm ent costs..

-  D efine alternatives to allocate and charge equipm ent costs to

K B U S, including replacem ent considerations, analyze the pm s and

cons of the options, and recom m end the preferred m ethod

2



A dm lh istrative O verhead C ost A llocation

-  i pproach to the R eview  4

-  The C ity's O verhead C ost A llocation P rocess 5

-  O verall C onclusions #

-  Status of the Cost Allocation Projections (CAP) 10

-  D etailed Findings
.  

A reas Belng lm proved fï

*  Com m unlcations & lnform atlon System s Cross-charges 15

* Flrst A llocatlon M ethods 47

* D epreciation and Interest Jp

* Ekpanded U ae of A ctivity-B ased C osting 24
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A pproach to the O verhead C ost A llocation R eview

* R eview ed the City's B uidelines for SeN ices Contracting and A sset

M anagem ent''

. Reviewed the Cost Allocations Projections (CAP) in detail with City
Finance personnel to understand the allocation m ethodology em ployed

*  C onducted intew iew s w ith em ployees in im pacted departm ents

.  C om pared the m ethodology to com m only accepted industry practices

.  P repared a repod of our com m ents and recom m endations for review

w ith C ity m anagem ent

. P resented Jlla/ report to the C ity and the P rivatization A dvisory

C om m ittee

4



The C ity's O verhead C ost A llocation P rocess

I I K B UI
I I 1 sqjwpm entG

enera/ l I I
1 c osts I I a sacgg/es

Fund S uppod 1 A gocated l
j 

I

j c ostsIC osts 

1 ro KBus I1 1 l j
CVX ' R*VOM  ' '1 1 4

dm tnlstrattve F1m l ' c osfs
j 1 I

O verheads I A llocatlon , 1 A llocated
j I I

' 1 1 to K B U S
K S U  $ ' 'i C osts ' P elfonn

Equlpm ent ' $ l
I Allocated ......t.>  Second 1Id

les I yo Ksus '1 Allocatlon :& Facl 1
C osts 1 I 1

1 1 l

1 1 1

I I l
I 1 1

.Extracted '95 budget ;; for costs to be allocated .Used a vanety of m ethods to allocate *used a 'step-down'' V ddud the am ounts
the w pport costs to K B U S and K S U S m ethod to allocate the allocated to the K B U S

eaeclaasllied the CM GC & Bldg M alnf depts fm m  d second$$ 587 allocated to pa the f/rst an
KB U to S S U, and the Pubk  Selv/ce & lnfo dept 'The fe f allocatton resulted ln $3587 the /çs &a In the fn l allocatlons

fm v  K SU  to KB U of K SU  support costs allocated to allocatlon to the KSU S
other S S &s V dded K B U equlpm ent

qncluded K SU  equlpm ent m em o dupreclatlon and m em o depreclatlon and

leaoe purchase lnterBal costs, and cerlam  aoa- dateresf costs to

departm ental costs ln the a//ocaflon develop fully allocated

support costs by K B U

N O TE All am ounts 818 ln $000 aad are b'snd 0n thn 1995 Budget
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The City's Overhead Cost Allocation Process (Continued)

@  O f the total $29,218 used as the basis for the CA P, $14,052 >a& based

on final 1995 Budget am ounts for the City's Slppo' Depaàm ents (also
referred to as l'Key Support Unitsn, or KSUs):

-  Business Support ( consisting of the Adm inistration, Com m unications &
Inform ation System s, E quipm ent S ew ices, P urchasing/M M D c , P r/r?t/

Copiez Radio and Telecom m unications divisionsl: $948
-  Budget & Evaluation: $799
-  C ity A ttom ey: $993

-  City M anager (the Adm inistration and Training divisionsl: $1, 743
-  Engineering (the CM G C and Building M aintenance divisionsl: $2,825
-  Finance (the General Ledgez Payroll, Accounts Payable, Insurance & Risk

M gm t, Adm inistration, Revenue and Treasuly divisionsl: $5, 137
-  H um an R esources: $1,606

-  Fofa/ Depadm ental Costs: $14,052

@  The costs of cedain City facilities (City Hall, Spratt Street and CM GC
Parking Deck ) also were included.. $437

N O TE AlI am ounts are ln $000 and are llaoed on the 1995 Budget

6



The City's Overhead Cost Allocation Process (Continued)

* ro ref/ecf equlpm ent acquisitlbn and #barlclbg costs in the CA%  actual lhterest
and ''m em o'' depreciation cosfa also w ere included:

-  Equlvm ent depreciation. $1 1,588
-  Equèm ent lnterest charges: $4,038
-  Fota/ Equlpm ent Costs: $12,626

* Finally, additional adm inistrative supp od ctu fs that are not charged directly to

depalm ents (referred to as ''non-depadm entals') were included in the CAP:
-  Retiree M edical Insurance' $1, 728 (see ftlrfher discussion)
-  O ther E'm ployee Beneflts (consistlng of the W ellness Program , $151, Enw loyee

Assistance Program , $68,. and Adm inistration Expense, $303.. $248 total
-  Road Use Tax $100
-  A nnualA udlt. $27

-  Total N on-D epartm ental C osts. $2, 103

* The $29,218 of overhead costs included in the CAP represerlta 13.4%  of the

total 1995 City General Fund budget of $217,502 (revised as of D ecem ber 31,

1994). Of the $29,218 overhead costs, $15,650 are General Fund costs (7.2%
of the total). The rem aining $13, 568 œ presents m em o equipm ent depreciation,
facility and insurance fund adm inistration costs, w hich are not accounted for

through the G eneral F und but are pa#  of adm inistrative overhead costs.
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O verall C onclusions

*  C ity Finance personnel noted several aspects of the initial draff C ost

Allocation Projections (CAP) that required im provem ent, and have
revised the CA P  accordingly. M inor changes e ere m ade in the

B ullding M alh tenance, / + 8 8  and Finance: R evenue divisions. M ore

significant changes w ere required in the areas of --

-  second A llocatlon

-  A llocattons to G eneral G ovem m ent A ctlvltles

-  R etlree M edlcal lnstlrance

@  City Finance also noted distodion in the inter-depadm ental cross-

charges for the Com m unications & lnform ation System s (ClS)

depadm ent, aad are in the pp cess of aq usting the budget inform ation
provided to depaàm ent m anagers. This distodion does not affect the

CA P  but does affec/ K B U  budgeted costs and the data they w lll use for

pricîng bids.

8



Overall Conclusions (continued)
*  The revised CAP distributes the $29,218 of budgeted overhead costs to

K B U S in the follow ing m anner..

-  A llocates $13, 513 in the first allocation to KB US using a variety of allocation

m ethods that are w idely used and accepted by industry

-  Specifically identifies $1 1, 588 of ''m em o'' depreciation expense to KSUS

($466) and KBUS using calculations based on actual equipm ent acquisition
costs

-  Specifically identines $1,037 of Iease purchase interest expense to KSUS

($4 1) and KBUS based on actual interest and equipm ent acquisition costs
-  A llocates $3,587 of overheads initially allocated to K S U S in the #rs/

allocation to the K B US in the second allocation, using a ''step-dow n'' m ethod

w hich is w idely used and accepted by industly

.  C ity Finance m anagem ent believes, and w e concus that the end result

of the revised CA P  and the changes in C lS cross-charges w ill provide

fully allocated overhead costs by K B U  that are directionally correct

.  The City's planned expansion of activity-based costing (ABC) is
expected to im prove overhead allocations fudhes provide m ore

traceability of overhead costs and provide m ore definitive cost

inform ation to KB U  m anagers to help suppod  their bid analyses
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Status of the Cost Allocation Projections (CAP)

. Finance expects the CA P  to be a continuously evolving and im proving docum ent,

and that its adm inistrative overhead cost allocation w ill im prove steadily over tim e

*  C ity F inance p rep ared the initial drafl of the C A P , w hich dep artm ental m anagers

currently are œ view ing and assim ilating. D epartm ents also are using it in its

current form  to help estim ate applicable overhead costs in p rep aring com p etitive

bids.

@ B ased on obsew ations and com m ents from  K B U  m anagem ent and our review  of

the C A P , C fty R nance fdentfffed a num ber of areas for im provem ent and has

incorporated them  in a revised CA P .

* The com m ents in this report ref/ec/ the status of the C ity's w ork to reYise the CA P
as of A p r// 18, 1995

* A s each area for im provem ent is identiged and the changes are m ade, Finance

plans to docum ent, p ublish and distribute changed sections of the C A P  to

departm ent users, along with explanations of the changes and their im plications

on fully allocated costs. M anagers thus should expect to regularly revise and

im prove their basis for estim ating overhead costs in preparing bids.

10



A reas B eing Im proved -  Second A llocation

* In the initial draff ofthe CA P, C ity Finance petform ed the second allocation

tps/ng a ''step-down'' m ethod. C osts allocated lbïàb//y lo the K S U S in the first

a//ocat/on were çe-allocated to the KB U S in propottion to the total costs allocated

directly to the K B U S in the first allocation.

*  

ln the initial draf/ of the CAP, the total costs of $23, 668 allocated to the KBUZ in
the #ral allocation included $1 1,027 of m em o depreciation (47%  of the totab.
The results of the srat allocation fo fhe K B U S thus G eœ  heavily w eighted to

asset-intensive depadm ents - Fire, P olice S ea /cea, S anitation, Transit and

A afer &  See en

.  

C ity Finance m anagem ent believes that m ost K SU  stlppo/f costs are not

influenced by asset investm ents in the depadm ents, and that including m em o
depreciation in the basis for the second allocation unrealistically over-allocates

suppoà  costs to asset-intensive depadm ents. In the œ vised C A P , the second

allocation w aa changed to elim inate this distodion.

11



Areas Being Im proved -- Second Allocation (continued) '

.  

Tw o options for im proving the second allocation w ere considered..

-  

D /partm enf Iovel step-dow n For each KSU, a detalled step-dow n m ethod would be

follow ed ln whlch the costs the K SU  a//ocafed fo other K S US lrl the ûrst nllocation

w ould be re-allocated to K B U S only The m ethod w ould requlre m ultlple iterations for

each KSU  in whlch ctu le allocated to tlllpar X SU8 w opld be elim inated one af a tlm e,

starffng w dh the largest ffrst

-  

R evised overall step-down. The sam e m ethod ds used /?? the lnitial draft of the CA P  ?

w ould be followed, except that the allocated m em o deprectabon costs w ould be
excluded Costs allocated fo the K SU S in fhe flrst affocaf/lm  w ould be re-allocated to

fhe KB U S ln pm pofflorl t0 the fd a! cùsts allocated dlrpcl/y to the X D U / In the f/rst

allocatton, net of the m em o depreclatlon.

.  

C ity Finance m anagem ent believes the revised overall step-dow n m ethod is

preferable, and w e concur This m ethod w4a used in preparjr?g the revised CA P .

-  

C lty Flnance belteves the costs allocated pslrlg lllla m ethod reasonably approxim ate

how  suppod aelw ces are provided to the XSUa, wlthout any obvious d/sfoï orla or

lnequltles

-  

It /s conziderably s/m plec :0th fo calctllafe and to ezp/afn to m anagers w ho need to

understand their allocated costs w hen tzs/rlg them  in preparing bids

12



i reas B elhg Im proved - A llocatlb ns to G eneral

G overnm ent A ctivities

*  ln the first allocation, $734 (2.5% of total overhead costs) +as allocated to
''G eneral G ovem m ent A ctivities. '' This is intended to account for the cost of

activities that benefit the general citizenry and relate to the C ity bel'lN  in

business, as opposed to conducting its business. These G eneral G ovem m ent E

activities include: )

-  

working on slm h m atters as C ity restructuring/dow nsizingt annexation, C ity/c ounty E

consolldatlont etc (

-  
resp ondlng t0 clta en com plaints and requests for inform ation E

-  
provldlng Ilnkage w lth com m untty, private and non-proftt organlzatlons

-  provfdlng lfalson to federal and state offlcialz

.  
C ity om cials w ??0 have review ed the initial drafl of the CA P  believe that som e

departm ents understated their tim e and effo?f required to support these

activities, and that the costs allocated to G eneral G overnm ent A ctivities ere

understated.

@ 
C ity Finance is w orking w ith the departm ents to revise thefr cost allocations for

m ore accuracy in the future.

13
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A reas B eing Im proved - R etiree M edical Insurance '
.  

.  

-  .  - -  . .  .  -  

.  . - .  . -  . . 

- .  j

.  
R etiree m edical insurance cost of $1, 728 represents the actual current year cost
of health insurance benents for retired C ity em ployees. It thus represents a cost 6

Iicable to prior years of City operations. l
app i

.  
C fty Sfnance exc/uded fhese costs from  the fn/t/a/ draft of the C A P , on the

ds that they should not De allocated fo K8Us current operations since they )
gT un t
apply to priorperiods. The re vised C A P  includes these costs, how evez and

allocatez them  to K8 U s based on the currenf num ber of em ployees by '

dep artm ent. q

@  
A  preferable m ethod of accounting for these costs m ight be an actuarial

approach in w hich em ployee dem ographics and estim ates of tum over, stam ng

levels, retiree m odality, retiree health costs, and other such factors w ould be

used to determ ine the current year cost of providing the future benefit. The

actuarial m ethod /s required under G eneo lly A ccepted A ccounting Principles,

but the cash basis of accounting is acceptable for govem m ental bodies.

.  
C ity Finance plans to include these costs in the C A P  for as Iong as the beneFt is

continued so that the K B US can include these costs in their com petitive N d:

*  
G e concur that these costs should be included JW the CA P, s/bce they represent

pa# of the total cost of the C ity's support structure, and that they should be

reflected in bids for as long as the benent is provided for future retirees.

f4



Cr

1.

D istod ed C ross-c harges for the C om m unications & r

Inform ation System s D ept. '

).
*  

C urrently, total budgeted C lS depadm ent costs of $5,254 are cross-charged and ,

reflected in the budgets of user departm ents. Only a sm all residual ot ($21) is (

allocated in the CA P . q

.  
The cross-chargez are developed based predom inantly on an analysis of

m ainfram e com puterprocesslng tim e by departm ent. S om e C IS costs are è
charged dfrectly to user depadm ents. :

.  
C ity Finance believes this m ethodology distorts the cross-charges, chiefly

becatlse m afnfram e tim e is an inappropriate basfs for allocating the costs of data

storage, new  system s application developm ent, system s m aintenance and
P c/l-A N -based com p uting  supp ort, w hich represenf significan t C /&  costs.

*  + 8 concur that the current m ethodology distods CIS cross-charges.

15
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D istod ed C ross-c harg es for the C om m unications &  èè
j

Inform ation System s Dept. (continued) '
)

* C ity Finance and C IS are w orking to develop an allocation approach that w ill

signincantly im prove the distdbution of C IS costs to user departm ents. The key

elem ents of the app roach m ight be.

P otentlal C IS C ost P ools P otentlal A llocatton B asls

Processlng Num ber of runs N obs, welghted by com plexlty )

S torage M  bytes stored

System  D evelopm ent M anagem en* orkertim e records or estlm ates

System  M am tenance M anagem enS orkertlm e records or esttm ates

P C/LA N  support N um ber e ork stations, tlm e estlm ates

. A /lerl developed, the new  allocation results w ould replace the C IS cross-

charges reflected in the depadm ental budgets. W hile this w ould not affecl the

CA P , it w ould provide lpoœ  accJrate inform ation on C lS costs for departm ental

use in bid p rep aration.

* For the longer lerm , C lS is in the pm cess of im plem enting arl im proved

m ethodology for cross-chaq ing their costs to users

16



The F irst A llocation + as P ei orm ed U sing M ethods

That A re W idely U sed and A ccep ted by Industry

* The Clty allocated the total support costs of $29,21 8 using the followlng m ethods, which are

w idely used and accepted by industry:

::: %  rotal A lloaatlon M ethod

$1 1, 588 39 7%  F/xed asset depreclatlon calculatlons by departm ent

4,264 14 6 D epadm ent m anagem ent tlm e esttm ate

3,442 1 1 8 %  of appllcable Flnance transactlons

3,012 10 3 A ctivltp based llm e estlm ates

2,405 8 2 N um ber of appllcable em ployees

1,61 1 5 5 Stp are feel ofspace occupled

1, 131 3 9 D /rect tdentlficatlon to departm ent

1 ,038 3 6 % of appllcable $$ spent

398 1 4 %  of appllcable $$ budgeted

329 .j..t Depadm ent tlm e records, Num ber vehlcles pulchased, %  charge-outs,

E ven allocatton
$29,218 100 0%

* The CA P provides detalled Inform ation on w hich m ethods w ere used for w hich cost pools ln

each depadm ent
* The allocation m ethodology resulted ln certain costs being allocated to the dlvision level,

others e ere allocated only to the departm ental level, chiefly because data w as not available

to enable the rnore detailed allocatlon. C lty Flnance expects that contlnulng future

im provem ents in the CA P  w ill enable rnore costs to be identified to the division Ievel

17
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The First A llocation + as P ef orm ed U sing M ethods That

Are W idely Used and Accepted by lndustry (continued)

.  In our review  of the CA P, w e noted a few  cases in w hich revised allocation

m ethods m ight be used in the future to im prove the accuracy of allocated costs. i

These w ould have relatively m inor lb p acts on the allocated costs. l

gepafjm%nt Cvra nt Altoy-atl?qy -qjq6d Cqtent/a! Revlqlon )
Cdy M anager A llocate'd to aII depa-rtm ènts b-àied on Constder allocatlng based én o cords y
Tralnlng $31 7 num berof em ployees by departm ent, m alntalned of actual tralnlng course ;

based on the ratlonale that courses usage by departm ent Usage ls not

are m ade avallable equally to aIl belleved to be conslstent by

em ployees depadm unt

Ofllér Employee Allo6ateà 1: âll dêk-àFfriiè-iîff bàà-eu é'n Cohàide-t-gllodatlng bas:d on i èoïds
Beneffts (Non- num ber of employees by departm ent, m alntalned of actual benefit pm gram
Depadm ental) $248 based on the ratlonale that benefit usage by departm ent Usage ls not

p m gram s are m ade avatlable equally belleved to be conslstent by

to aII em ployees departm ent

SH d &s# Tax (Noh- 'X/loèzëd lil-d# à'll#lëiilFbàW dWn- -  Ailjst-thn llöcgtib'h l)é-9%k-b  à//év for
Departm entab $100 num ber of vehlcles purchased vehlcles costtng > $50K, the upper

///p/l of the tax f?e/y m m or eFecl on
cost allocatlon)

18
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$1 1 588 of ''M em o'' D epreciation Is A llocated Based on i# 
(

A ctual E quipm ent A cquisition C osts by K B U  and K S U
7

* Equipm ent purchased for City operations is accounted for on a cash basis in the i

departm ents' operating budgets or the capital equlpm ent fund, in the year of :
acquisition. !

(

* C ity Finance m aintains detailed f/xed asset records of aII typ es of vehicles,

com puter and com m unications devices, and other categories of equipm ent. The '(

records include asset # and description, acquisition date, estim ated useful Iife,

original cost, dep adm ent and other required data.

. To determ ine the fully allocated costs of K B U  and K S U  op erations, C ity Finance

prep ares a spreadsheet analysis of data from  the flked asset records to

calculate ''m em o'' depreciation directly by depadm ent.

* The calculations assum e assets are depreciated on a straight Iine basis over

their expected useful Iives (based on the asset categoly and standard asset Iife
guidelines), with no assum ed residual or salvage value.

* The depreciation calculation and allocation m ethods em ployed are com parable

to those w idely used in lb dpsfly
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$1,038 of Lease Purchase Interest Is A llocated Based on ,
A ctual E quipm ent A cquisition C osts by K B U  and K S U

)

. A s noted on the previous page, equipm ent p urchased for C ity operations is è

accounted for on a cash basis in the year of acquisition, and C ity Finance 7
è

m aintains detailed fixed asset records of aII types of equipm ent.

*  C ity Finance also m aintains detailed records of equipm ent purchases m ade by i

depadm ent, by funding sotzm e over the life of the fund. )
(

. In order to distribute interest costs applicable to the equipm ent p urchases to the

K B U S and K S U S, C ity Finance allocates the budgeted interest cost by fund to

the applicable K B US and K S U S in pm podion to the depadm ents' cum ulative

equlpm ent purchases via the fund, through the previous year-end. lndividual
fund allocations are added to calculate the total interest allocation by

dep attm ent.

*  The Iease purchase interest calculation and allocation m ethods em ployed are

com parable to those w idely used in industry

20
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E xp anded U se of A ctivity-B ased C osting

. The City is in the early stages of applying activitf-based costing and management :
(A8C and ABM ) to its operations. The broad objectives of this initiative are to: E

-  Provlde inslghts on cost d#yers, the cost of w asfe and opportunlttes forprocess

improvem ent, ln order to help im prove the cost-effectlveness of Clty operations (ABM)
-  Improve their abihty to charge KSU support costs to the KBUS (ABC) :

(

* In prep aring the CA P , the H um an R esources and B udget & E valuation dep artm ents

used their initial A B C  studies to help develop their allocation of costs to K B U S and (

K S U S for the Jrsf allocation :

@ A s the initiative continues, the C ity expects to continuously im pp ve its :

understanding of the traceability of cosfs and the basis for allocating costs, and to

provide m ore degnitive cost inform ation to m anagers to help support their bid

analyses

* A s an exam ple, applying A B C  to the p ad s ordering function in the E quipm ent

Services departm ent is Iikely to disclose that the 25%  overhead m arktlp on paêfs

cosfs can be im proved. W hen applied to such functions, A B C  oM inarily reveals

that:

-  the key cost dnver in the departm nnt is the num berof orders, not the cost of parts

-  the orderfng cost for high-value pads is less than average (in term s of %  of part cosfs)
-  the orderlng cost for low -value pads is higher than average
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Insurance C ost A llocation )

-  
O urA pproach to the R eview  è

)
-  O vek iew of the C ity of Charlotte Insurance/ (

Self-lnstlrance P rogram

-  The C ity's Insurance A llocation M ethodology

-  K ey Findings and R ecom m endations

22



O urA pproach to the R eview

*  R eview ed and evaluated the C ity 's insurance and self-funding cost

allocation m ethodology for their w orkers com pensation, vehicle Iiability

and general Iiability Iines of insurance, and developed com m ents and

questions.

*  M et w ith personnel fm m  the City Finance and Insurance and R isk

M anagem ent departm ents on M arch 16-1 7, 1995 to discuss the

philosophy and details of the m ethodology

* B riefly review ed the June 30, 1994 actuarial report produced by

Johnson & H iggins, as w ell as the data underlying the actuarial repo?t

and the C ity 's allocation m ethodology
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O verview  of C ity of C harlotte Insurance/ j

1Self-lnsurance Program
t
7

)
.  The C ity of C harlotte, through an inter-local agreem ent w ith

M ecklenburg C ounty and the Charlotte M ecklenburg B oard of ë
E ducation, adm inisters R isk M anagem ent S eluices for those three 7

!

entities. That inter-local agreem ent consolidates w hat w ould be

redundant costs and allocates operating expenses on the follow ing i

basis: 55%  C ity ; 25%  M ecklenburg County, and 20%  the C harlotte-

M ecklenburg Board of E ducation.

. The Cost of Risk (self-funding, insurance prem ium s, Iitigation, etc.) is
borne individually by each entity. O nly the operating costs of the R isk

M anagem ent D ivision are allocated to the other entities.

. The C ity has operated a progressive risk m anagem ent program  since

assum ing m anagem ent for the Insurance and R isk M anagem ent

Agency (IRMA) in 1986.

f - Tllls (w ervfew  provfded py the Ctty's D lw sfoa of lrlw renca and S/sk M anagem ent and lncluded herem  for lnform at/orl
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O verview  of C ity of C harlotte Insurance/ :

Self-lnsurance Program  (continued) '.

(

@ The C ity finances risk through a com bination of self-funding and the :

p urchase of excess insurance coverage, as follow s:

-  G eneral Liability: Self-lnsured Retention (SIR) of $2 m illion per '
occtzrrence. In addition, excess insurance to a Iim it of $15 m illion per

(

occarrence in excess of the S IR .

-  A uto Liability: SlR of $2 m illion per occurrence. ln addition, excess
insurance to a lim it of $15 m illion per occurrence in excess of the SIR .

-  W orkers' Com pensation: SlR of $350K per occurrence. In addition, per
occurrence excess insurance to a lim it of statutory benefits as p rom ulgated

by the S tate of N oêfh C arolina.
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O verview  Of City of C harlotte Insurance/

Self-lnsurance Program  (continued)

.  The insurance program 's cost-eMectiveness is illustrated by the

follow ing com parison of purchasing conventional insurance to self-

funding:

-  G orkers' C om pensation - 32%  of the State M anual Prem ium

-  A uto Liability - 74%  of the S tate M anual P rem ium
E

-  G eneral Liability - $0.03970 per dollar of operating expense

.  S elf-insurance costs are not ''go aw ay'' cosfs in the 5rsf several years of

privatlking a particular service, as the C ity 's self-funding costs are

determ ined by an annual actuarial repolt that is based on previous

experience as w ell as State and indust7  data. In m any cases Iosses

are not com pletely m itigated  for 3-7 years. Therefore, it m ay take

several years to realize any change in loss funding requirem ents affer a

padicular sew ice is privatized.

. P rivatization m ay not totally control or elfm fnate the cosf of cerfafn r/sks.

Because the City is viewed as a M eep pocket, '' there m ay be som e

vicarious Iiability that w ill rem ain w ith the C ity regardless of w hether the

operation is private or public.

26



The C ity's lnsurance A llocation M ethodology

* ''M anual prem ium  costs'' e ere calculated by Iine of insurance for each
K B U  ' l

-  w orkers com pensation - from  state prem ium s by class code

-  auto Iiability - from  state prem ium s by type of vehicle 7

-  general liability - a//ocaled based on operating expenses by K B U  E

* A ctuarial m ethods e ere used to estim ate total ultim ate Iosses to be 'j

incurred by the C ity, by Iine of insurance. The C ity adds excess insurance

prem ium s by Iiae of insurance.

* Estim ates of ultim ate Iosses (including insurance prem ium s) by Iine of
insurance w ere allocated to K B U S in proportion to the m anual prem ium

costs by K B U , and w ere given a 15%  w eighting in determ ining total

insurance costs by K B U .

. A cfJa/ Iosses incurred by each K B U  for the period 7/1/90 - 12/15/94 w ere

ana/yzed by Iine of insurance to determ ine the 85%  rem ainder of the cost.
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The City's Insurance Allocation M ethodology (continued)

* Fofa/ insurance costs by KB U, by Iine of insurance thus w ere com puted

using a 15%  w eighting for m anual prem ium  costs and an 85%

w eighting for actual Iosses.

*  Tola/ cost by K B U  by Iine of insurance > as divided by cost based on

prem ium s or expenditures to determ ine a risk factor by K B U , by Iine.

The risk factors are m ultlplied by prem ium s per em ployee for workers
com p, per vehicle for auto Iiability or op erating exp enses for g eneral
Iiability. i

(

* The goal of the allocation m ethodology is to rew ard those K B U S w ith

good Ioss exp erience to the greatest extent p ossible and p enalize j

those w ith poor experience (
E

i
(
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Findings and R ecom m endations (
!

( .

., 

?

. The C ity s m ethodology is sound and is accom plishing the goal of ,

rew arding those w ith good Ioss experience and penalizing those w ith

poor experience è

*  The actuarial projection being utllized does not lhclude a m argin for
adverse developm ent of Ioss experience. A s an alternative, the C ity i

could consider utilizing a m argin to produce at Ieast a 75%  consdence

Ievel for funding future insurance losses.

* A s an alternative, the C ity could also consider utilizing general Iiability

state prem ium s in allocating costs, instead of allocating solely on the

basis of operating costs.
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)Findings and Recomm endations (continued)

tl
l

(
. The m ethodology is veêy responsive to claim s experience and does not

Iim it individual Iarge Iosses. A s an alternative, G e recom m end that the )
C ity consider the follow ing tw o changes.. l

-  Lim it individual Iosses to $100,000 or less so that K B US are not unduly

penalized for events that m ay be beyond their control. This Ioss Iim itation )

am ount co uld be up dated each yearand could also valy  based on the size

of the K B U .

-  The current weighting between the prem ium -bazed (15% ) and loss-based
(85% ) allocation also could Fary based on the size of the KBU. A

''credibilitp weighted'' appm ach offen is used to achieve this objective. If the
C ity adopted this approach, the œ st/l w ould be significant diVerences in the

#s# faclors, and t/l&d the insurance costs, by K B U .
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E quipm ent C ost A llocation

-  
A pproach to the W ork

-  

E quipm ent A cquisition C osts

-  Equlpm ent M aintenance Costs
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A pproach to the W ork

*  ldentified alternative m ethodologies for allocation/charging of equipm ent acquisition

and m aintenance costs
8 uipm ent acqtps/f/on costtng .. - E qulpm ent m alntenance costlng

-  q
.  

A ctual cost depreciatton plt,s interest, M verage costo tes forstandard equp m ent gm ups

.  

R eplacem ent cost deprec/afIon plus m ferest -A ctual costs fornon-standa-  equp m ent 'tem s

. M arket-based lease-purchase m tes e peclfic rates forequtpm ent ltem s

. unlts of pm ductlon wA ctual costs forall equipm ent, by lte?rl

. M et w ith a team  of C ity p ersonnel to discuss the alternatives and develop ed a '

consensus recom m endation of the best solution to m eet C ity needs:

-  Engineering Chades Sm yre

-  
S treet M alntenance Layton Lam b, rhchard O sborne, S teve P nrnrn

-  Utllity Pat E adey

-  Solld G aste Susan C ooke

-  
E qulpm ent Selw ces A lex Jem lgan, D oug C heyne, D avid Fnday

-  A ccountlng Jan B aldw in, R enee G eaFer

-  
C oopers & Lybrand Charles P ortec R ichard M oore
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E quipm ent A cquisition C osts

*  R ecom m ended A pproach:

-  Depreciation costs charged to using departm ents (on a m em o basis) based
on actual acquisition costs, for assetpurchases > $5000

-  M em o depreciation costs charged to aII departm ents, regardless of funding

s o u rce

-  'D eprecfable units'' identified, consfsffng of the equipm ent item  cost plus alI

add-ons and m odincations to the item

-  Straight-line m em o depreciation calculated w ith residual values for aII

equipm ent X lassesn (approxim ately 200 classes)

-  Estim ated useful lives defined for aII classes

-  Estim ated residual values deqned for alI classes (except for Police cars,
which have zem  residual valuel; departm ent m anagem ent responsibility
with R esouo e R ecoveW  advisory assistance

-  G ainsAosses on sale of assets credited/charged to the using dep artm ent

-  Financing costs (tim e value of m oney) charged to using departm ents based
on C ity average Iease-purchase interest costs
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E quipm ent A cquisition C osts

* K ey R easons for R ecom m ended A pproach:

-  C harges actual Iong-term  equipm ent costs to the using depadm ents, via

m em o depreciation

-  Straight-line m em o dep reciation is recom m ended because of sim plicity and

ease of use

-  S etting di#erent estim ated residual values and useful Iives by equipm ent

class enables depadm ents to allow  for Iong-term  cost diVerences in their

com p etitive bids and equipm ent cost rates

-  Applying gains/losses on asset sales to depadm ents reflects the

beneûycost of how they m anage and use their equlpm ent
-  M arket-based Iease-p urchase rates aœ  not available or applicable for aIl

equipm ent classes

-  R eplacem ent cost depreciation is dim cult to develop and is not w idely used

in industry, by com petitors or by other m unicip alities

M



E quipm ent M aintenance C osts

* R ecom m ended A pproach: M aintain current E quipm ent Sew ices costing

m ethods
-  C hange term inology from  ''lease p urchase rate'' to ''equipm ent m aintenance

rate'' - to resolve confusion over ctzrœ l?t term

-  
E quip m ent Services uses a m aintenance w ork order system  to track Iabor

and palfs costs in detail by equipm ent item

-  C osts are analyzed by approxim ately 30 equipm ent ''groups'' to develop

average m oathly m aintenance cost rates, covering preventive and

unplanned m aintenance and repair costs, w hich are cross-charged to the

depadm ents ow ning the equipm ent

-  A ctual costs are charged to the depattm ents for equipm ent abuse,

accidents, vandalism  and m odifications, and for aII other vehicles w hich are

not on the m aintenance po gram

-  C ost history is review ed quaderly; rates are revised annually

-  Equlpm ent grotlps are re-de#ned based on any significant cost differences

by equlpm ent c/aso within the groups
-  

D ata on actual m aintenance costs by vehicle is available to depadm ent

m anagers to help support bidding and pricing; E quipm ent Services agreed

to provide this data on an as-requested basis
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E quipm ent M aintenance C osts

*  K ey R easons for R ecom m ended A pproach: Departm ental representatives
w ho participated in this segm ent of the review  are satisqed w ith the current

costing m ethod and believe it provides directionally correct Iong-term  average

cosf.s -

-  E qualizes m aintenance costs over large num bers of item s; avoids

''surprises'' w hen unplanned  rep airs/m aintenance m ust be p erfoc ned

-  SUppods fasfer and easier budgeting, plannfng and cost estfm atfng for blds

-  E ncourages flexibility in using equip m ent for various dep adm ental purp oses

-  P rovides a continuing incentive forpreventive m aintenance

-  C onsistent with costing techniques used by com petitors and in industly

* In resp onse to p otential com petitive outsourcing, E quipm ent S ew ices is m aking

im provem ents in the costing m ethod..

-  A dding standard charges to w ork oe ers for lubricants and other consum ables that

currentk are lncluded ln overhead costs dnd absorbed wa m arkups on parts (25% of
parts cost), fuel ($0.05pergalIon) and comm erclal charges (2%  of costs)

-  R e-evaluating 25%  parts m arkup for adm lnistrattve overheads G e recom m end that

acttvlty-based costlng be used to perforv  thls reevaluatlon ofparts orderlng costs
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W SU M N C E  A L LO C A T IO N



W O R KO 'S C O M PE N SA TIO N

To detenn ne w orker's çom pensatlon m surance cost, m ultlply the nsk factor for your key buslness by the

prem lum for the appropnate classïcatlon of em ployeets) mvoked Thls ls the cost persloo In eam lngs

em m ple Iandscapm g prq ed  pedorm ed by em ployee ln Englneenng w lth v ages of $5:0
.8405 x $2.84. = $2.39 $5* /100 = $5 $5 x $2 39 = $11 95

& clty n sk
C lassirm bœn ad usted rem lum  K e B u< ness Factor

K nds e are nln $2 84 Avlatlon 2 7826
tree runln $2 :1 Flre () 3199
ca en $2 66 N eI hborhood Develo m ent () 2K 6
cablnet w orks w / ow er m ach ne $2.24 Plannln 0 5939
sl n m anbrlnctunn $2 54 Pollce 1 3276

e ldln NO G $8 80 En lneenn ' ro e M  m t 0.< 5
nntln $0 78 Solld W a< e 2 4093

m ason $:.56 Tran ortatlon 2 1863

ekx- em l- nn $3 11 U tll 2 2756
alrcraW helico ter o eœ on $1.09 B uslness Su ort 1 2899
w atelw orks o ee on $1 76 B ud et 0 15*
radlo/tv broaz*u sbn $0 39 Flnance 0 1992
* 5 hters $5 89 H um an Resources 0 3623
o1lce ofk ers $1.27 C C lerk 0 1550

auto re alr $1.58 C M om e () 1500
en Ineec  $0.42 C M ana er n 3876
sales. coll- ors, m eRm n ers $0 31
clencal -* - - em  lo s $0 12

attorY  - m eludln clencal $0.11
hos ItalN etenna $0 72
nu---- w  js
tele hone $0 22
bulldln ee on N O C $1 95
arks N O C $1 82

cem e $2 16
arba e collectlon & drw eo  $3 04

m unlc al em  Io s $1 79
am tm  $1 16

N O C  -  not otherw lse classë ed as one of the above



R E W SD  IN SU R A N C E  AN D  SELF-FUN D W G  C O S'IY- A pril 19. 1995

R evision N cte: A s the result of discusslons w lth Cx m rs and Lybrand, the Clty's

cosu g consultant, w e have m odlfied ottr costm g m ethe ology for allocatm g m surance

and self-fundm g costs. n e m ethe ology rem am s very slnltlar m th the exceptton that

10-  w ill be lim ited to no m ore than $100,000 per rlRI'm . Thls change results m  a
m uch 1-  ptm itw e COM  factor w hen a K ey Busm ess ex> n ences an ext em ely large loss

and sp= ds that fortm tous loss over all K ey Busm esses. B y sprc dm g the m frm uent

large lo>  across all K ey Busin- o t, all Clty om rahons are able to take advantage of

our size and ability to W f-fund los= . n e follow ing paragraphs describe the

m ethe ology and the follnw ing pages de*  the costs and thezr allocadon.

n e m sk M lnRgem ent D zvism n has attem pted to dovelop a m ethodology for costing m stlm nce and self-

fundm g com . For this cost all- hon, w e used the acnm nal prulectton: of ulttm ate habihty for Ftscal

Year 1996 and the past loss exm ence for each K ey Busm ess.

Im ses can be predzcte  by an actuary. but Just as w eather can be predtctu , the resuldng prolectm ns

are general m  nature. For exam ple, predlctm g the m snbthty of a tom ado stn'ldng a pa cular genem l

gœ m phic arc  is m uch easier than narrow m g the predlchon to Southeast C harlotte, or further, a

partw ular address in Southeast C h rlotte. Accordm gly, tlle pre cuons that tlte C ity w kll suffe,r a tve m

level of lo>  w ill l>e gen-o lly nrlraxm -  over tlle long-nm  and m  the W hole, but as we all= te the loss
t

cosls to each om m hng unit the valzdity and accuracy bem s to w ane.

In order to recogm ze actual exv ence m thout providm g any wfree ndes*, all insurance costs w ere

aztm ted based on a 85% - 15% mix. That is, m surance costs (W orkers' Comm nn tm n, General and
Autom obile lanhiktyl were deternune  and then dtsm bue  by K ey Busm ess basM  :5% on pnor
exN rience G-TM TT'KD TO  $1* ,-  PR  CLM M I and 15% on nsk exm sure. The 85% - 15% m lx
was used to eIIS'UR  tllat no single v rahon of the Clty avozded any cost because they had no hlstorical
losses. n e thx ry bem g that evel i ough they dtd not have losx s to all= te. the law of large num bers

m dm tes that m  due :m e there w tll be a loss nmmrxm ted w 1t11 that om m tlon.

Sm ce th+  are no G eneral T .tnhllity M aaual P rem m m  m surance rates, cm ts for gea rat ûabllsty aa

determ ind  be  on acnm H nl prq K ttons and each K ey Btlsm c s' past M story (LlM rl'En  T O  $1* ,* 0

PER C T,ATM I and om rating budget. A gam , the 85% - 15% m ethodology is u* .

A utom obile ltabzlity cost m te,s w ere determ m ed by usm g State of N ozo  C arolm a m u ual m surance rate

prem ium s m thout adlustm entl for exm nence. n ose m tes w ere the b= s of allœ atlng the Czty's self-

fundm g cos'ts for lve categones of velucles. 15%  of the C tty's t0ta1 autom oblle habihty costs w ere

all= ted to O ch K ey Business based on the tyfes of vducles they om rate. n e remxm lng costs (:5% )
(T,IM rrFTf1 'D  $1* ,-  PER  CLAM  were allom td  bntezl on M stoncal loss exm nence for that Key

B uMness.

W nrkem ' Com v satm n costs w ere allœ atd  usm g a m ethe ology that ls very slm zlar to the m ethods

ue  for A utom obzle 'a1 hlltty Cost. W e agam  ue  an 85% - 15%  cost spht as descnbe  above

(AGAG , LIM IY IN G  IO SSKS 1X) N O M O RE THAN  $100,000 PER CLA X . W ith workers'
comm nsahon w e ue  approxim atd y 28 Job classlfim tzons to compare the C lty's costs to the State of

N orth C & IMU  W orkers' C om m nsad on M D U'II Prem tum .

- 2 A pra I9. 1M



G ENEM L LIA BILIW

To determ lne general iabllë  lnsurance cosl, m ulbply the rlsk tactor tor your key business
by the City's cost factor (.c397W . MultipN the resutt by the amount of operating expense
of the servlce In q ueston.

N ete. for pœ poses of thês. calculations, opert ing expense relates to the exm nditures

sum m arked in your line item  budget not includlng personal services or capital

outlay

exam ple: m aintenance perform ed by Equlpment Sew o s (Buslness Support) wîth a
budget of Q 5.000-
.4885 x .0% 70 = .01K 9 .01939 x $25,œ 0 = $485

'Q
o  ,jj ' *>7 'iyoj ')u ,,sKxk-r- , , Jzjk'zt- xktx#.;j.lj Jtqlp'l -y<
;K sm*iss4v  tvtszdl.tlge:wikâl%/ï G G ''
A viation 0.6914

Flre 0.3822

N eighborhood D evelopm ent 1.6215

Plannlng 0.4741

Police 1 Anaq

En ineerln # ro e M m t 0.5576
Solid W aste 0.3364

Trans rtatio n 2 57X

Transit 0 15œ

U tili 1 .6748

Business Su 0.4% 5

B ud et 0 15œ

Finance 0.15*

H um an Resourœ s 0.15œ

C C lerk O 1bX

C M orne 0 15X

C M ana er Q 15œ



VEH IC LE LIABILIW

To dêterm ine vehlcle invurance eost muMp: the city-adpstod p'emlum (> r vehicse)
by tha eorresm nding rlsk factor for your key buslness.

exam plo: plck- up k uck operated by C M U D - $5O  x 1 08307 = $637 annually

k*h%W1l11'X'4Nil*)*-**X'k'ltê'?'t'X#W4Y# >  % ù X'X: V Xkt # y?,7 gft 4 v *%/ W  t4.) N.1MG  < k*
'bxbu .t-I

.

y-,'y m't-ebzx '
sv

lylAh4xllo 1,1:)j - ' ? Ge''l  C'Xtmiifè 'ttl. K-ktl Bu :%  e s'i lz 'sà 4.8 47. i:t 
-

'W. .txttlFgkèWv'AD 
.

autom obile $449 A vlaàcn 0.257:9

Ii httruek $5&  Fire :.7141 6
m edlum  truck $:18 N o' hberhood Dpvalo m ent () 17783

hea truck $824 P lannln Q 15* 0

fire truck $942 Pollce 1.67079

bus (sts) $713 Englneerlngm fopedy Mgmt Q 39K 8
bus - c TS $5,026 Solld W aste 2.20741

trailêrs $46 Tra-  crtatlon :.73310

cuqhm an $171 Tram lt () 72* 4
U till 1 .nA.* 7

Busines: Support 2.38193

B udget e.coœ n

Finance Q.!= n

H um an Reso urces 0.c0œ 0

c ' a erk œ ccœ c

c ' Attorne 0.c0œ 0

c ity M anager o.ccœ c



W O R KD 'S C O M PEN SATIO N

To dete= ne w orker's eom pensatlon lnsurance cost, m ultlp ly the nsk fad orfor your key busm ess by the

prem lum for the appropnate classlcatlon of em ployeets) Invoked Thls Is the cost persloo In eam lngs

eo m pte Iando aplng prq ed  pedorm ed by em ployee In Englneenng w lth w aqes of $500

.8405 x $2 84 = $2 39 $5* /100 = $5 $5 x $2 39 = $1 1 95

= ty B lsk

C îasslrlcaïon ad' ed rem ium  Ke B umness Fad or

Iands e are nln $2 84 Avlabon 2 7826
tree runln $2 31 Flre 0 3199
ea en $2 66 N eI hborhood Develo m ent 0.2* 6

cablnet w orks w/ o- r m arh ne $2 24 Pl nnln 0.5939
sl n m anufactunn $2 54 Pollce 1 .:276
w eldln N O C  $8 80 En Ineenn m ro e M  m t 0.8405
nntln $0 78 Solld W aste 2 4093

m aso K3 56 Tran orx on 2.1863
eleçfnfo l w lnn $3 11 Ubl 2.2756

alrccaR ellço ter o em tlon $1.09 Buslness Su ort 1.2899
w aterw orks ee on $1 76 B ud et 0.15*

radlom  bro e asbn $0.39 Fm ance 0.1992
5re5 hters $5 89 H um an Resources 0.1623
ollce clrr era $1.27 c C lerk 0.1=

auto re aIr $1 58 c Attom e o 1* 0
en Ineem  $0 42 c  M ana er :.3876

sales, colleetors. m esœ n ers $0 31
ck ne.al ofrc e em  lo es $0 12

attorr/  '- m ludm  ck no l D .11
hos Ilal/vetenn $0 72
nur.x  $0 15
tele hone $0.22
bulldln erabon N O C $1.95
are  N0 &  $1.82

eem e $2 16
a* a e colle lon &  drw ers $3.04

m unr al em  lo s $1 79
alntm  $1 16

N O C - not om erw lse classded as one of the above
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O verhead C osts

n :re are tbre.e layers of overhead costs m  m ost C lty servlces A s lllusl atd  on the follow m g page, a etop-

dow nl approach ls used to allocate tlïese costs n ts report represents tlle first layer or C lty adm lnlstratlve

overhead A1l support key busm ess um ts (KBU 's) are allocated m  a two-ste,p process Flrst, e'ac,b support KBU 'S
costs are allocated to :11 other K B U 's, lncludm g servlce and suppon Second, the allocatlons recelve  by support

K BU 'S from  other support K B U 'S m  the lrst allocatlon are then reallocatd  to the sew lce K BU 'S M dltlonally,

each K BU *s equlpm ent depreclatlon and fm ance costs (ln total) bave been allocate

Som e allocatlons are m ade at the K BU  Ievel, and som e are allocated at the dlvlslon Ievel n ose that have been

allocated at the K BU  level are hlghllghted ln elther cu e, lt w lll be necessary for you te determ m e how  to asslgn

yollr allocated costs to each servlce ln your K B U

n e & st sche ule Is the lcom bjned CostsM schedule w hlch show s total allocatlon for each K B U  'f'he flrst

cok m n of tlx rscttedule ls a 11st of tbe K B U 'S and dtvlslons that have bea  alloca'ivl costs 'I'ht fg st row  ldeatltie,s

the support costs tâat have been allocate . Follow m g the ecom btned Costs' sche ule, you w lll find 1:0t11 dd all

scbd ule.s for 0 c.11 servjce allocated and sum m ary schedules w hlch com bm e tbe detatl sche ules of * c.11 support

K BU  bem g allocatu  O n the detm l scbe ules, notes have been provàde  to txplam  the m ethod usd  to allocate

the costs and to calculate the allocatlon am ounts

T E R M S U SE D

Cost A llocatlon D lstrlbutlon of costs to K BU 'S recm vm g servlces from  > U 's provldm g servlco  n ese

O sts are bnç.prl oq the FY  95 B udgl

F> t A llocatTon A llocatlon of support costs to a11 K B U *s servlce and supportF

Second A llocatlon R ealloceatlon of support K BU 'S overhead allocatlon

D lrect A llocatlon A llocatlon of costs for servlce,s provldd  w hlch can be tracz  to a speclfic K BU

lndlre.ct A llocatlon A llocatlon of costs for sew lces provldd  w hlch emnnot be traced to a speclfic K B U

n ese costs have been allocated on a com m on basls such ms num ber of em ploy-  or ratlo

of depnrem ental charge 0ut transactlons

D lrect C harge Specls c charges for servlces provlde  fQr w hlch a general Ie ger transactlon has been

processd  to tra fer expense from  one K BU  to another

G o eral G overnm ent
A d lvltles Servlces provlde  for the benefiy of the com m unlty and not relatd  to an operatlonal

servlce provldd  by the C lty For exam ple, K BE  tlm e spent w orklng w lth comsoljdatlon

of governm ents and conventlon centtr negotlatlons or servlces prfw sdd  by the C lty

A ttorney to M ayor/c ouncll

Servlce K BU  A  key busm ess um t w hlch provldes servlces dlrectly to the com m um ty sucb as Pollce,

F lre, and Solld W aste

Support K BU  A  key busm ess unlt w hlch provldc  servlces dlrectly to the servlce K BU 'S such as

F lnance, H um an R esources, or B udget



Iloc tio nVer ea
(using Solid W aste exam ple)

Ci1  M m inisa tive ovee eau
(clty M anag< , Flnanœ , BSs, Human Resour- m

, CM G C, Pae ng D e , Budget
, C lty

M om ey. and M tsc costs)

D epad m enk l A dm inistrative O vee ead

(KBE anö Adm lnlstratw e StaW Costs)

D ivision M m inistrative O verhead

(Dlvlslon M anager and Adm tnlstratlve Staf Costs)

C ost of Se- ice
(W aste Colled lon)

. 
% .



T able of C on tents

S ervlce A llocated P age

C om bined C osts 1

B usiness S upport 3

A dm m lstcaboi c onsultlng

C 16
E qulpm ent s efv lces

P um hassng/M M D c

P nntlng/c opler

R adlo

Tefecom m unlcatlons

B udget 55

A ttom ey 12

C iW  M anager 53

A dm lnlstratlon

T ralnlng

E ngineering 46

C M G C

B ulldlng M alntenance

Finance 19

A ccountlng/G eneral Ledger

A = untlng/p ayroll

A crm ufltsng/A crxlun?  Payable

A dm lnlslratlon

D IR M

R evenue

T reasury

H um an R esources 27

E quipm ent 28

Lease P urchase Interest

D epreo atlon

Facilities 31

C lty H all

B pratt Street

C M G C D eck

N on D epad m entals 36

R etlree Insurance

o ther E m ployee B enefits

R oad U se T ax

A nnual A udlt



R evisions to A dm im'strative O verhead

* R etlree Insurance has been m ciuded

* M W B E , w hlch w as prevlously allœ ated as a supm rt cost, has bœ n exclude  hem use

lt ls consldere  to pnm de a general governm ent or com m unlty se1v1*  rather Q!M  a

K BU  supm rt K rvlce.

* A Jm UaI A udit all- ton hms been m e lfied to exclude Storm w ater because the charge

ls m ade dlreclly to tkelr budget; and, therefore, sbould not be allœ ated m  the Plan.

* Fm ancem evenue all= ton basls has bœ n changed from  num ber of accouna g

transactm ns to budget

* A ccouna g allœ auon has b* n m G hfied due to avatlablhty of addm onal tran> cton

count dau .

@ C lty A ttorney all= tzon hms been res ne  to m ore accum tely reflect servzce.s provlded

to K B U 'S.

* Sem ce K B U  m ulpm ent cose . w hzch w ere prevlously all= ted m  the ftrst allœ atzon,

have been exclude  from  that allœ atzon and added m  after both the fzrst and second

all- tzons are m ade Includlng tâese costs m  tlle ftrst all= tlon resulte  m  a

dlstoO on of the e nnd allœ atlon. n e ru ult w as QIM  supm rt costs w ere over-

allx ated to asset-lntenslve departm ene .



C om bined C osts
Buslnems W ty Hu- n sup- rt Noo

A plx:rt >  Att-  M are r Engl- nng Finana  0- ..*  Equlp-  Facll* o  x part

KEY B U SINEO UN ITS (KM )
A G W QN 'Qv:ez :.314 fA'fp 44.:84 zm Fjç g4v9$: 4 N 443

m lX W  13.5*  V  $2: 5 $45 9.=  a y4rz SF2 51 7.8T% a  2.* 4 52A

BUSINEK  SUFIO RT  BERVSQES 53 =  4: M 5 55.45% 1q 624  4% 1%  &  fe  @! 235
R JRC G SING 11 r&  1 7%  35 320 8 655 2 * 2 5 =

C lS >  44: 11 571 l:* 833 !%  51Q :<%  (m  33 27: :M  >

PS & 1 9 285 1 928 r/  K $5 11 W 7 2 :71 5 >

IV 'WR ,  (XM IJLTING  3 753 1 2*  7 925 5 314 :3 1 914 3 c

EC IIPM ENT N G S 75 *(M 15 re 8 1H  328 74 1œ  46 016

FR IN TTNG 7 439 = $ x  =  7 812 5 :$%  =  1 =

M M X  3 1T1 CW 3 2 * 2 2 A 1 t @ t9

O ctpRt z.-  AFM  &=  % : 4:.>  4.>  m  4>  m

O AY T- FT 1,r.*  ?.n 7 24 14 4m  43.e  n m  a.-  7.4*

O M A N M ER 4.245 M .>  ** 2** 12.%  34 ea  N .R

GITY ADM INR TIG  (64) 28=  2 2*  33 =  59X  3 3*  6 728
TRA IN IO  15 K M  4G3 13 527 2 392

CXSSTO MQR G V  (4BJ 5 146 46 2$1 4 œ 7 2 153 4 319

*M INEh'RI>IG K G o pO  O T Cm  @œ  4$.224 S5:.5%  $2*  - ZFT.U  D .e*  9: W F *
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C O U N C IL  W O R K SH O P

A G E N D A  ITE M  S UM M A R Y

T O P IC : E conom lc D evelopm ent Ix an Pollm es

C O U N C D  FO C U S A R R A : Econonuc D evelopm ent and C lty m thln A  C lty

K EY PO IN TS llssues, C ost, Change in Policyl:

@ n e N elghborhoe  D evelopm ent K ey Busm ess ls currently evaluatm g each of the C lty's

loan program s m  order to better ahgn loan progm m  goals and oblectlves w lth

C ouncll's approved strategles of the C lty W lthm  A  C lty Sm ateglc Plan and the U rban

Fconom Tc Strateglc Plan n e follow m g key pom ts are bem g exnm lned by staff m

response to tlm se concerns rm sed by C ouncll

* To allgn loan products to s'upport lm tlatlves of the C om m um ty D evelopm ent

Corporatlons (CD C 's) and other C lty m m atw es m  targeted nelghborhoods and busm ess
com dors

* F.x lore the pros and cons of establlshmg geogra- phm llm lûtlons on the loan program sP

* E xplore ldea of establzshm g a ollvm g w ageH and/or som e form  of E m ployee Stx k

W tlon Plans (FSOP's) or other profit-lmked compensatlon to com pem ate for hlstoncally
m odest w ages at start-up

* R lrse llnklng loan program  m terest rates to the Pnm e plus 1 %  ln lleu of a flxed rate and

havm g m terest begm  accm m g at date of closm g

* Exnm lne targetm g program s to slx clfic busm ess sectors, e g hospltallty, heall , etc

* Lm k the Job creatlon requlrem en? to other Job tram m g and em plom ent progm m s and

take a m ore proactzve role m  recrm tm g appllcanl from  C W A C nelghborhoods

* E xplore optlons for sa eam ltm ng and com btnm g lo=  program s for ease of adm lnlstratlon

and m arketm g

* D evelop optlons to bundle loan program  or other fundm g sources to provjde m centw es

for large em ployers to locate m  targeted areas to prom ote m dusm al

redevelopm ent/adaptlve reuses, 1 e the ''blg bang theory''

v //ga-t.' z/..fs zswe- Aszna--zsws' , y&s.s#' zyzwzzw .w/
# , ' gc- s-zeaz/-cww' yevvvqz saw yo .. z yyu, m zX' .z vzuz.vt
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O F IRO N S: Staff w ll1 develop recom m endatlons that w lll be presented to C olm cll's

Fzonom lc D evelopm ent and C lty W lthln A  C tty C om m tttees over ttle m lm m er

R ecom m endatlons from  the C ouncll C om m lttees w lll be pm sented to C ouncll som ettm e

thereafter

C O U NCIL D ECISIO N O R D m ECTIO N REQ U ESTED : No Councll acuon ls bem g
requested at thls ttm e Staff requests C ouncll m put to determ lne lf there are otlm r questlons
or concerns that C ouncll w ould llke stafî to address as w e develop recom m endatlozls for

ftlture C ounctl conslderatlon

A W A C H M EN TS: n e follow m g report m cludes a of each of the C lty's exlstlnz
econonuc developm ent loan progm m s and how  each progm m  ls currently adm ln,stered by the

C jty and !t.s lendm g pnrtners A lso, attached ls a mzm m ary report of the exlstm g C lty loan

pordbllo
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E D  &  @A sslsts new  and expandlng buslnesses * c lty loan repald *A pproved by 10 person @ ED  1 Job/ * ED

D A R F provldlng Jobs to CW A C resldents concurrently w lth bank loan M anager appolnted ED $15,000 C lty Revolvm g loan
L oan C om nuttee Ioan funds fund

*provldes ''gap tinanclng'' w hereby *3-6% Interest rate based establlshed ln

appllcant secures bank loan prlor to Clty on ablllty to pay * Loans over $50.000 @D A RF - 1 1978 uslng

conslderlng tinanclng subm ltted to Councll for Job/$5,000 CD BG funds
@ C reate Jobs for low - approval C lty loan

* D A R F orlglnally targeted low  lncom e m oderate lncom e persons ln funds @ D A R F

unem ployed/underem ployed, M W BE 'S C W A C  *c lty staff analyzes establlshed

and unlque or lndlgenous entem rlses ln 4 borrow er's credlt &  ablllty 1987 uslng

redevelopm ent areas to repay C lty Ioan funds U D A G

repaym ents

C W A C  * provlde capltal/equlty needs of new  and *B ank &  C lty funds *c redlt declslon m ade by * 1 Job/ * Establlshed

expandlng buslness 80% /20% of total loan Bank on behalf of Bank &  $10,000 C lty 1991 &  funded
C lty C lty contirffls need loan funds from  D A R F

*lob creatlon program  * B ank Ioan rate of for addltlonal equlty &  Jobs Ioan program

Prlm e +  1 % conum tm ent

*Loan m ade to borrow ers w ho don't have

t e tinanclal stren th or sufticlent e u1t @clty loan rate of 0% @ Loans over $50,000
to D A R F progranzs subm ltted to C ouncll for

*c lty loan repald after bank approval

loan

@ C reate Jobs for low -

m oderate lncom e persons ln
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Econom ic Developm ent Revole g Loan n znd (ED)

* H U D  regulatlons penm t use of Com m um ty D evelopm ent Block Grant (CD BG ) funds
for econom lc developm ent actw m es m cludm g loan program s deslgned to dem onstrate

a need for flnanclal a lstance C ounctl establlshed the loan program  m  1978 usm g

(CD BG ) ftm ds to target flnanclal asslstance to busm esses located m  w hat w as tben
defm ed as the C lty's npocket of poverty'' , w hlch m cluded m uch of the current C W A C

boundary

* n e program  provldes ''gap Gnnncm g'' w hereby an appllcant secures a bank loan

pn or to the C lty conm derm g G nnncm g the loan 'I'hç C lty m nkes the credlt declslon

on both the ED  and D A R F loan program s

* Loans are m ade to busm esses preferably located w l#hln tlle C W A C  area and loans

m ust provlde Jobs for low -m oderated m com e m dlvlduals resldm g w lthln C W A C

* n e C lty loan ls repald concurrently w lth the bank loan and cm qes an m tem st rate

usually between 3-6% m ased on tbe borrow er's abtllty to repay the debt)

* O ne (1) Job ls to be created for each $15,%  of Clty loan funds

* L oans are presented to a I-OM  C om m lttee com pn sed of 7 bank representatlves
, 2

busm ess executlves and 1 represeno tlve of the C bam ber of C om m erce M em bers are

appom ted by the C lty M anager

* In the current loan pordbllo $1,228,047 m  C lty funds have leveraged $1,661,918 m
pn vate bank ftm ds and 104 Jobs have been created

bevelopm ent and R evitnll-y-qtion Loan Fund (D A RFI

* Funds recelved from  the repaym ent of an Urban Developm ent Actlon Grant (U D AG)
m ay be used for any ehglble C D B G  actw lty C ounm l esu bhshed the D A R F l

.xx

Program  ln 1987 usm g funds from  dle repaym ent of an (U D A G) recelved as a result
of the sale of the W oodland m sm ess O ffice Park
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* P rolectq w ere lm tlally targeted to the B eattles Ford . m lklnqon B oulevard , W est

M orehead and South B oulevard redevelopm ent areas to benefit 1ow  m com e

unem ployed or underem ployed m dw lduals, m m on ty/ w om en sm all busm ess

enterpnses (M W BE's) and mdlgenous enterpnses determ m ed to be of slgm ficant
value to area

* One (1) Job ls to be created for each $5,000 of Clty loan funds

* The prggram  prow des ''gap flnzm cm g'' as stated for the ED  loan progo m

* The m terest rate requlrem ents are as stated for the E D  loan program

* n e 1,0a11 C om m lttee ls the sam e as su ted for the E D  program

* In the current loan pordbllo $2,618,900 m  C lty funds have leveraged $6,023,300 m
pn vate bank funds and 162 Jobs have been created

City W ithln A C ity Iaoanœ qllity Program  (CW A C )

* n e C W A C  loan progm m  w as created m  1991, follow m g recom m ene oas recelved
from  tlze W estsTde E conom lc D evelopm ent T ask F orce created by the M ay or T h e

M ayor's Task Force, w orkm g w lth lrkm l bankers, recom m ended the loan program  to

address a pressm g need for capltal/equlty of new  or expandm g busm esses and to serve

as a Job creauon program  for 1ow  to m oderate m com e persons from  the C W A C  area

* n zrteen (13) bnnkq lmve m ade specltic dollar com m Ttments to the CW A C loan
program  by m eans of lpm tlclpatm g agreem ents, and the C lty has also set aslde jts

20%  m atch conm butlon for each bank

* n e bank m akes the credlt/loan declsloms for tlle bnnk and tlle C lty , w ldl tlle bnnk and

C lty fundm g 80%  and 20% , respectw ely

* n e bank 's credlt and unde- n tm g cn ten a w ould not perm lt the bank to approve the

loan w là out the Clty loan funds (20% m atchl servm g as equlty

* n e C W A C  loan ls a 0 %  deferred paym ent loan that ls not repald unttl the bank 's

loan ls repald

* C lty sm ff revlew s the bank's request to fund the loan by exm m nm g the fm anm al

su tem tnts of tlle appllcant to m sure that they do not have addltlonal funds to serve as

equlty and to revlew  the num ber of Jobs bem g created

* In the current loan pordbho $1 ,011,467 m  C lty ftm ds have leveraged $4,265,564 m

pn vate bank funds and 93 Jobs have been created
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C O M PA R TNO N  TO  W D U STR Y  STA N D A R D S

* A ccordm g to tlle Sm all Busm ess A dm lm stratlon (SBA ) the fallure m te for sm all
busm esses ls m uch hlgher than that expen enced m  the C lty's loan pordbho n e

follow m g show s a com pm son betw een the tw o

Y I'S ln Busm ess SBA  % C lw  PortfolloTo

2 24%  2%

4 52%  2%

6 63%  5%

* Of tàe stxty-two (62) CW A C , ED and D A m 7 loa  reported m  the detalled report,
only tive (5) are delm quent (foreclosure pendm g) Thls represents a portfollo
delm quency rate of 8% . w hlch com pares favom bly to Sm nll Busm ess A dm m lstratlon

(SBA ) figures

S Y  O F JO B C R EATIO N  IN FO RM A TIO N  FR O M  LO AN  PR O G R AM IS)

O V E R W EW  R E N R T .

* A t a prevlous C lty C ouncll m eetm g Job creatlon m form atlon w as requested on a11 of

our loan program s. the follow m g ls a mlm m ary of the m form atlon provlded to you as

part of yolzr agenda package for thls m eetm g

Program  Jobs R equired Jobs C reated

E D  109 1%

D A R F  236 162

CW A C 2.4 #;

T otal 443 359

* A s a rem lt of the current loans m  olzr portfollo 359 of t:e reqtured 443 Jobs for low

to m oderate m com e m dlvlduals have been created H ow ever, 55%  of olzr borrow ers

stlll have addltlonal tlm e to fulflll thelr Job obllgatlolu
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S Y  SA L A Q IE S B Y  JO B T Y PE

n e follow  ls a Kum m ary of salan es for tlle van ous types of Jobs that are bem g filled as a

result of the C lty loan progranls n e follow m g m form atlon w ms com ptled by the C lty's

consultant C herry B ekaert &  H olland show m g com pm tlve salary m form atlon broken dow n

by Job type

C W A C  E D /D A R F

1) Teachers $5 99 $5 48

2) tmborer $6 51 $6 75

3) Sales $5 38 $7 01

4) D ental A sslstant N /A $8 83

5) H elperts) $5 (K) N /A

6) M anagers & A sslstantts) $6 (X) N/A

7) C lerkas $5 25 N /A

8) A dm lm stratlon $5 68 N /A

9) M lscellaneous $7 00 N /A

n ese tigures m dlcate that the pay rate for a11 of the C lty's Job creaûon loan progrnm q are

approxlm ately the n m e, w lth m ost Jobs m  the $5 00 to $7 00 range

c A esïedcom m  517
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NEIG H BO R H O O D DEVELO M NT  C IW  LO ANS

(Econom ic m velnpm ent, Deu lapm ent an; Ren tallzatlen R lnd, Clty W llM n A-city)

No EC O NOM IC DEVELO PM ENT Loan Clx lng Clty Loan Bank Im n Berrower's W olect H obs Job: 'Jobs C reated N ature o! D eliaquent
LO AN S Ih te Equlty C H  R eq D eadllt!e T o D ate B tzslness or C urrent

1 Eagle Coaxructltm  12/94 $ 19 5*  $150.40  $ 50 (XX) $249 5(X3 3 12/96 l Patented Current

Speclaltle.s Co constructlon
'Ilm m al J Sw lerskl laser 1x 1

Sulle 2%  4921 A lbtm nrle Road

Ce lottr N C 28205

2 Cllarlott: $ W eb Inc 10/87 $1*  (XX) $2X  (m  $$1 (XX) M IXI (!X) 15 12/89 5 Prm tm g Cqrrect

222 Ram pan Street

Charlotte N C 28203

3 Beatlles Ford H andy M m  61n  1 20 (XX) :14X1 (KK) $ 79 250 $259 M 0 7 6/95 0 M inl M art Curreat

Snrnl Ismall N afisl
l l21 Beattles F ord R oad

C*arlotte N C  2*216

4 H J Propertlr,s 12/94 $184 263 $247 (Ky) & 49 4*  M 30 663 4 N'/A 5 M edlcal/ Current
D r lerry Jones Educatlon
3* 7 8e.:111%  Ford Road Facsllty

Charlm tt N C  22216

5 H am : Electrolllr.s Inc 5/93 $ 4:-9*  $124 (XX) $ 5 lœ  $175 (kX) 10 5/95 10 A uto Currenî

Larry anll H azel H M'IX  Electncal

3032 Stewart C reeek Blvd Parls

Cllv lott: N C

6 S= t s m hvery strvTc,e 91A  $ l 79% (h () % 1 79% 9 N /A  D H andlcapped Currenî

Sam Hubbard Deljvefy

426 N Tryon Street Strçlce

Charlott: N C 28202



N o Borrewer Loan C loslng C lty Loan Bank Iam n Barrow er': PrOJH  Job: Jobs # Jobs C reated Nature of D ellnquent
D ate E qulty C qst R eq D eadllne T o p ate B tlsln-  or C urrent

7 L1l R ar Day' Care Cealtr 1 2/87 $ 6 l !X  ; 77 250 .$15 4J8 .11J4 .T08 5 24 9 8 Day C.'U'e lr aa
Jnhnnle &  Louvem a lones bem g

120! M ecklenburg A ve ref-m anced

Cllarlotte N  C 28205

8 L ttle lx am ers Day Care 12/89 $ 74 440 $ 91 0*  $24 (G ) $1O  1*  5 6/91 10 Day Cafe Current

Qeoq e &  Lavtm  Rabb

1076 Tom  H um er R d

Cbarloue N C 282 13

9 M s Llz BeAuty Slm p 4/85 $ 6 5*  0 $ 6 5*  $ 13 (XX) 3 4/87 l Halr Saloa lm an bem g
Ellzalx th Brow n pald off

220 E 7*  Street

Cbadottt N C 2.%202

19 Paul A M cG hll D D S P A 8/87 $120 * ) $150 (m  & 30 (D 0 $3*  IXX) 4 12/92 3 M edlcal Doctor Currenl

14>  Bealtles Fd R u

C harlolle N  C  282 16

i l Qmck Stop Conv Stcre/ 7/87 $109 2*  $136 5œ  $ 27 3*  $113 (XX) 8 12/92 5 Conv Store Current
H Mr Dealp  (Qold Star) and Halr Saltm

2* 1 TuckM eegee Road

C harjoue N C 282 14

12 Slnarl Stajl Early (7*114*(-  2/X  $ 56 (XX) $ 70 (KK) $14 (m  $1*  (m  5 N /A 20 Day Care Current

I Amrntng &. Dtv Ckr

Charlotle T Ilarnngton

0 37 Soflr)r R ead

C barlelte N C 28206



No Berrewer Ix azl cbglag Clly Loan Baak Lean Borrower's INmJG  Jobs Jobs # R lss C teate.d Natut.e qf Ddtaqttent
D ate Equity Cist Req D o flline T o Pate Btlsin-  or C urrent

13 SoutNeaxem  Plumbm g and 12/91 $ 70 IXXI $87 5%  $l7 5œ  $175 (XX) 10 N /A 15 Plum bm g Current

H eatm g Co klc

R&y Floyd O verca!b

3*  W elt 23d  Streef
Charlolle N  C 2*205

14 Tjger & N etm  Day C% e Ctr 6/88 1 &) (Kf  $75 (m  $l5 IXX) 5150 (XX) 6 6/89 8 D ay Care lm an belng
Gtunm .a Flfm d refm anced

1019 Prypr Stre:t

Charlotte N C 28208

15 Sputbern Ce ndge Inc 8/86 $ 27 (XX) 0 &4l (% 3 $ 68 (*3 4 8/93 6 Com puter Current

M lchael Prqltt 
Supplz s

8349 Anpw ndge Rd

Charlotte N  C 28217

16 Task Carpet l 1/94 1 4# (XO  .$82 KIO  $24 2*  5156 (m  4 1 3196 NM  Carpet Co Lpan rerenlly
Ciaybem e H m ford k  W lft closed

2342 Beattlts Ford Road

Charlotçe N  C  28216

17 Vkatrem cs Cotp l 1/91 $ 14 (Y  5l7 5*  5 3 5*  5 5 l (XX) 3 l 1/9:3 0 C/mput:r Dtlm qutn!
JoNn E Ve4l 16 (m  teclum logy 90+ days

618 M derson slreet <-

Ckarlotte N  C 28205

18 W all s W eldm g 5er:.4*  l 1/89 $ 42 646 $53 308 $10 662 $106 615 3 12/0  7 W eldm g I..00  bemg

Clarence W all 
Servlc.ç pM d ûff

l30 W eît Bland Strem

Cllarlotte N  C 28203



No DEVELO PM ENT AND Lean Cleslng Clty Loan Bank Loan Borrower': IN'OJH  Jobs Jobs # Jûbs Created Nature ef Dellnquent
R EVITA LIZATIO N  LOA NS m le Equltz Cast R eq D eadline To Dalt Buslness or C urrent

l Aals Engrav mg 8/9 l $100 000 0 $ l50 000 $ 250 0C0 9 2/94 6 Engravulg C= ent

Nfllllanl P1e m m oM  Jr

3 13 6 Nfay Street

C harlotte N  C 282 17

2 H atns Electroclcs 10/9 l $ 33 7 000 $ 3 75 000 $ 3 8 000 $ ? 50 0(O 3 7 l 1/94 26 Auto parz CxuTent

Lany H am s
3425 A sbury A venue

C barlotte N  C  28206

:1 H lghland M ll1: Jzm 1 1/87 $202 (tX) $ 315 (Kt) ,$1 1 5 (K0 $1 552 (XX) 85 5 N/A 85 5 Tezllle Currtnt
Saul W olnow lch M llI

340 E 16th Slreet

P O  BoK 33775

C harlotte N  C 28233

4 M cDonald s Hetel 9/87 $5œ  (XX) $2 521 (XX) & 3*  (X)0 $3 381 (Kï) 31 9/89 12 Hûtel Delm quent
Jolm  W  M cD cnald Com plex 120+ dap

2812 Beauz s Ford RoH

C harlotte. N  C 282 16

5 J R Cole Iadustnes 4/88 $210 (XX) $ 262 5*  $ 52 5*  $ 525 (XX) 50 12/89 30 Industnal Currtnt
Slm lâern Techlm legles Inc M M ufac

1 R C ele Sç turer

1304 Berrylull Rd

o arlotte N C 23208



No Borrower Iaoau Cleslng Clty Loan Ballk lx an Berrower's PIVlG  Jobs Jobs # Jvb: Createl Nature or m llnquent
Date Eqm ty C est R m  Dee ine To W te BIBK -  or Current

5 Um verm ty K llagm A rv ïe  (Xx) $1 750 (KK) $ 4#3.5*  $3 l43 5*  N /A N /A N /A Sbopplng Clty fvntlx not

Ceater Inc 

Center yet

21 15 Beattlea Fortl RoM  

dlsbttre

Charlotte. N C 282167 Stoztewall Aux at> . llm :/91 .$369 R m  $ D 9 #*  .$ 123.3*  ,$1 233 (X)0 24 8/96 3 M edjcAl Cunm t

D r C alvm  H am s 

Bulldm g

Km gsvzw  M edleal center

S Torrenr,e S(
Charlctte N C 2$204



No C I'I'Y  -A -C rI'Y LO ANS l
.m R Closlng Clty Lean Bank Lcall Betw wer's INW K t Jobs Jeb! # J

nbs C reated Nature ot gqltqueatDatt E
qulty Cest R kq Do dllne To Date Busln-  ar c

urrentN

l M o  M nps Day Care 3/97 $ l l (Xf 1 44 (Xï) 0 1 55 (XX) 3 3/9
4 8 D ay Carr W ftrred

2. Flpyd A Aeatauranî 9/A  6 (/X) $ 24 (XD  U & 30 (%ï) l 
9/94 l Restauram  Ih f

qrre.d3 c m ssR
oo  Restaurast 10/92 & 19 (Xx) $ 76 (KX) $ 35 (K!) $130 (XX) 2 10

/94 N/& Rtm uru t Blnka pycy
4 Eva  Fzalm ial G r/up 12/92 $ 10 1*  $ 42 8œ  0 & 53 

.5'(X) 4 12/94 9 Fm anclal Dell
nw ent

Servlcr.s 30+ days
5 Lankford Auto Electnc 3/93 $ 8 (XX) $ 32 (XX) Q $ 

40 (KX) l 5/95 Q Auto Deft
rx d

M etham c

6 PrK tous Cutl4 D ay Care 4/%  $ 54 (G 1 $219 2*  $ 83 2*  $356 4%  10 
4/95 10 D ay C are Deferred

7 charloue Cllm blng Center 5/93 $ 6 tk:m $ 30 (XX) $ 29 (Ky) $ 65 IXXI 
l 5/95 4 Exerclse Dd e

rred
C enter

8 A &  E Com m efclal 4/93 $ 6 (XX) $ 24 I:m  () % 3Q (KK) t 
6195 5 M apé D eferrcdH eusekeeping 

A n qce
9 Jaz M tk s H au Saton 4/93 $ 32 149 si27 tjixl 5 27 722 1186 87

l 3 6/95 l H alr Defe
lx d

salon
10 Klddle Land D ay Care 5/93 $ 64 (X/) $256 (Xy) û $320 (KX

1 8 6/95 13 D ay Care pefd
rredtl L &  P El

ectrtc 7/93 $. t! q74 $ 44 297 û $ 55 37 1 2 7/9
5 2 Electrlc C o D d erred

12 Beu lmprea on,s lnc 7/93 $ 8 (XX) $ 32 (KX) $ 40 5*  $ s0 5*  l 
7/95 3 Rrataurant D eferred

13 G ner Helght: D aycare Ctr N/A $102 & #1 $4to 4%  $1Q5 (XKj % l% (KKI N l
A. 7/95 N /A  D ay C grz l

aoan tlas
llom e n;t closed

î4 IM  Pu  C om  W 93 & 8 (XX) & 32 (m  $ 37 7œ  $ 77 7œ  
l 9/95 7 Subw ay Deferre;



NQ Berrewer Iaoan Closing City Loan Bank tm n Borrower's Project Jobs Jobs # Job: Created Natut'e of Ddtnqlzertt
m te Equlty C est R eq Do dllqe To Date B uslnes: or C urrent

15 A L llnwnR l Ftmrral Nlh 171 490 :2:: (xX) & 70 (!X $6.51 60  7 N/A. N/A. Ftkntœ  I.4MI pKkagq
Sem ce 230 2œ  H om e betng

revwed

16 W onderflll W orld ()f Kltls 1/94 $l4 4*  $ 72 (jX) & 17 278 $103 678 2 1S 5 0 D ay' Carr W frrm d

17 Iron Caule Oym  10/93 $22 5œ  $ K  (xX) $ 15 (e  $12.7 5*  3 10/95 0 G ym  Deftrfed

18 Classy lx k l 1/93 $24 7*  $ 98 816 $ 30 880 $154 4*  3 l 1/95 4 Beatlty Salon Deferred

19 W exw'axl Ctm vealrftce stoa  2/%  J25 42é $105 505 .$ 15 (XX) .$146 931 3 1J36 2 Clm venlence Deferfed
store

20 Better Clea ng lam tor l 1/93 1 9 (p 0 $196 (m  0 $245 (XX) 5 1 1/95 3 Jxm onal Deferm d

Sem ce 
:erw ce

21 Am o Perform anc.e Shop 2/94 $l4 (> ) & 56 (Kk) 0 $ 70 IX)0 2 2/96 1 A ulo Shop Deferm d

22 M lrad e Cleaners 12/93 & 5 (xK) $ 20 (xx) 0 & 25 (XX) l 12/95 l Cleaners Delm qurnt/

Bankruptcy

23 Ver
.

r Terzy Colm gnm rnt 12/93 $12 (XX1 $ E ) (xX) $ 7 ,5%  $ 79 5œ  1 12/95 l Conslgnm ent Dd en'ed

Shep

24 Edlslm Pb sographlcs 4/94 $ 2 (!X) $ 32 (:O 1 4 257 $ 44 253 $ 4/96 l Plm tograplly Deftrfed

25 Ctwtqm Hydraullca &  D ralgn 3/94 $32 (XX) $128 (m  0 11*  (XX) $ 5/96 l H ydraullcx Defen'eed

26 I-atco Ellterpnses Inc 9/94 $32 (XX) $128 (ïK) $ 30 (XX) $190 ()(X) 3 9/96 0 Traasporta Deftrfed

tlon

27 G eorge HMr Coaned loa 1/94 $21 (kx) & 98 593 $ 17 6l2 5139 205 3 1/96 2 H alr Salon Dd erred



N o Borrower Iaoas Cl- lng C ltr tman faak lm ap Borrower%s Prolect Jo%  Jobs # Jolu  C reated N ature ot D elinquewt
b att Equity C G  R eq D eadllne T o m te B ttsiness or C urrent

2 8 Data Rodqd lon (Y N Ta % ) 3/94 $2Q 0Q0 $ 99 000 $ 4 8 60 $123 s 60 2 3/96 2 hpfornsltlc n Defe raxl

prece&suzg
apd Jtgrage

conlp any

29 G eat er s Elcerpnx s 6/94 f93 344 .$301 4*  $ 70 tm  .$466 744 6 5 6/95 l 1 Retall D eferred

30 Care Quest 6194. $l2 5%  % K  (m  & 27 5*  $ 90 (n ) l 6196 0 Cllpro Lx n h lag
pratllc pazd off

C aa

31 O Cax luu Stepz lcc 119* $36 045 $144 200 $ 25 725 1205 97Q 4 7/95 4 Reta! thsfegrd

Storr

32 ioànxen Llg&llng Co 7/94 $l4 035 $ 56 353 $ $ ;0û t 7$ 43% l 7/96 l Llghung Defeaed

Flxtures

33 l%o EITJAE G ghup 7/94 $2l 200 $ 84 300 $ 20 235 $126 235 2 7/96 l Chlld Cart Defesed

34 El nzsl Inkzna leni: 7/94 $32 00Q $132 000 0 1170 000 4 7/96 4 Specizty Retr l Defenvd

35 Zlppy slan 9194 ;2t 000 $1:4 000 0 $125 000 2 9196 0 hluu 51al Defenzd

36 Nly Fln t School î!*94 $36 25Q $ t45 000 5 IJ 000 1196 250 4 11/9: Q D ay C apt D efentd

37 Phll : Del1lll lntowR 2/94 $3% 904 $152 0;B Q $t90 0G0 4 2196 0 E8ll Deferr:d



C O U N CIL  W O R K SH O P

A G E N D A  ITE M  S U M M A R Y

T O PIC : C lty Sem ces D ay
l

C O U N C IL FO C U S A Q E A : N /A

d
K E Y  PO IN TS (Imhaxesv Cost, C hange in Policyl:

l
* C lty Se> lces D ay w lll be held on Septem ber 23, 1995 at R qstland M all

* It w11l be an m teractlve m fonnntlon falr (b01  m slde and outslde the m alll for cltlzens to
learn m ore about C lty sem ces and how  to access them  C lty su ff w l1l be on hand to a w er

questoxks and gw e dem olkstratlons on the vm ety of C lty servlces w e provlde

f * It ls deslgned to provlde clttzerks w lth

d 1 Som ethlng new  (m form atlon they m ay not know  about C lty servlces)
) 2 Som ethlng to walk away wlth m rochures, pam phlets, other ltem s)
k 3 Som ethlng to do (each booth/dlsplay w tll provide m teractlve optloms)

* C osts for the event are nom lnal and w lll Ix  m et by each key busm ess as part of 1t.: funds for

publlc m form atlon Fz stland M all ls provldm g flnanclal asslstance and support n e M all

w 1ll pay for the rental costs on O bles w lth sklrtA, chatrs, su gm g and signage n e M all and

11  tenants w 1ll also provlde ltem s for glveaw ays to cltlzens

O F H O N S: N /A

C O U N CE Z D EC ISIO N  O R  D m RCTIO N  REQ U ESTED : N o Cotm cll actlon ls requlred
E astland M all ls m terested m  hostm g a receptlon for the M ayor and C ouncll som ettm e durm g

the day on Saturdayy Septem ber 23, to m eet and talk w l*  cltlzens vlsltlng the C lty Servlces D ay

exh lblts n e M all staff w l1l send each of you an m vltzem on as w e get closer to the event

A W A C H M EN TS: N /A


